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Kou-Kamma Municipality 

Annual Financial Statements for the year ended 30 June 2017 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003) to maintain adequate 
Recounting records and is responsible for the content end integrity of the financial statements and related financial 
Information Included In this report It Is the responsibility of the accounting officer to ensure that annual financial 
statements fairly present the state of affairs of the Municipality as at the end of the financial year and the results of the 
operation and cash flow for the period then ended The external auditors are engaged to express an Independent opinion 
on the annual financial statements and were given unrestricted access to all financial and related data. 

The annual financial statements have been prepared In accordance of Generally Recognised Accounting Practice (GRAP) 
Including any Interpretation, guidelines and directive Issued by the Accounting Standard Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he Is ultimately responsible for the system of internal financial control 
established by the Municipality and place considerable Importance on maintaining a strong control environment. To enable 
the accounting officer to meet these responsibilities, the accounting sets standards for Internal control aimed at redurir^ 
risk error or loss in cost effective manner. The standard Includes proper delegation of responsibilities within a dearly 
defined framework, effective accounting procedure and adequate segregation of duties to ensure an acceptable level of 
risk. These controls are monitored throughout the Municipality and all employees are required to maintain the highest 
level of ethical standards ensuring the Municipality's business Is conducted In a manner that in all reasonable 
circumstances Is above reproach. The focus of risk management In the Municipality Is on identify!^, assessing, managing 
and monitoring afl known forms of risk across the Municipality. While operation risk cannot be fully eliminated, the 
Municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour 
are applied and managed within predetermined procedures and constraints. 

The accounting officers is of the opinion, based on the information and explanations given by management that the system 
of internal controls provides reasonable assurance that the financial records may be relied on for the preparation of the 
annual financial statements. However any system of internal financial control can be proved only reasonable, and not 
absolute, assurance against material misstatements. 

The accounting officer has reviewed the Municipality's cashflow forecast for the year BO June 2017 and in the light of this 
review and the current financial position, Is satisfied that the Municipality has adequate resources to continue operational 
existence for the foreseeable future. 

The financial statements have been prepared on the going concern basis, were approved and signed by the accounting 
officBTSTtote 31 August 2017 

Mr- 


P.M.KATE 1 
MUNICIPAL MANAGER 
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KOU-KAMMA MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2017 


ASSETS 


Actual 


Restated 2016 
R 


Current Assets 
Inventories 

Receivables from Exchange Transactions 
Receivables from Non-exchange Transactions 
VAT Receivable 
Cash and Cash Equivalents 
Operating Lease Receivables 


35 573860 


24 666101 



Non-Current Assets 
Property, Plant and Equipment 
Intangible Assets 
Investment Property 


315 738 316 
290 333 500 
139 094 
25 265 723 


322 946897 
297 416 686 
237 402 
25 292 809 


Total Assets 


351 312195 


347 612 998 


LIABILITIES 


Current Liabilities 

Consumer Deposits 

Current Portion of Long-term Liabilities 

Provisions 

VAT 

Payables from Exchange Transactions 
Payables from Non Exchange Transactions 
Unspent Conditional Grants and Receipts 


42B11 092 


42 924916 



Non-Current Liabilities 
Employee Benefit Liabilities 
Non-current Provisions 


4937 640 
3602 107 
1 335 532 


3 896 824 
2 622 824 
1 274 000 


Total Liabilities 


47 748 732 


46 821740 


Net Assets 


NET ASSETS 


Accumulated Surplus 


‘-uorrop - C'ENeral i 

i 

3 0 NQY 2017 


303 563 464 


303 563 464 


303 563 464 


300 791 258 


300 791 258 


300 791 258 


Total Net Assets 


303 563 464 


300 791 258 
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KOU-KAMMA MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2017 


Actual 



Note 

2017 

Restated 2016 



R 

R 

REVENUE 




Revenue from Non-exchange Transactions 




Property Rates 

18 

16 256133 

15 595843 

Fines 


5123 359 

1 579 946 

Income for Agency Services 

19 

5 783 048 

2 841 199 

Government Grants and Subsidies Received 

20 

64490 510 

66 392 732 

Revenue from Exchange Transactions 




Service Charges 

21 

26471 237 

25 769 671 

Rental of Facilittes and Equipment 

22 

379 728 

408 301 

Interest Earned - External Investments 

23 

72 506 

206 011 

Interest Earned - Outstanding Debtors 

23 

9188128 

7 156 423 

Other Revenue 

24 

3667 029 

2 444017 

Licences and Permits 


18143 

30149 

Gain on disposal of Property, Plant and Equipment 


334 264 

- 

Total Revenue 

M 

131784 086 

122 424291 

EXPENDITURE 




Employee Related Costs 

25 

(41 856114) 

(39 820 073) 

Remuneration of Councillors 

26 

(3123 213) 

(3 000 433) 

Depreciation and Amortisation 

27 

(23 026 505) 

(22 383 413) 

Bad debts 


(19 604 897) 

(19 741 415) 

Repairs and Maintenance 


(1 027 860) 

(1 368 292) 

Finance Costs 

28 

(1 961 355) 

(995 317) 

Bulk Purchases 

29 

(3 513 477) 

(3 198 959) 

Contracted Services 

30 

(2 734480) 

(3 839 159) 

Grants end Subsidies Paid 

31 

(16 702 372) 

(15 846 078) 

General Expenses 

32 

(15461608) 

(17 371 940) 

Loss on Disposal of Property, Plant and Equipment 



(324 968) 

Total Expenditure 

P 

(129011880) 

(127 890 048) 

(DEFICIT) /SURPLUS FOR THE YEAR 


2 772 205 

(5 465 756) 


f - GENERA 
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KOU-KAMMA MUNICIPALITY 

STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2017 

f . Description 

Accumulated 

NOtO * a , 

Surplus / 

(Deficit) 

Total 

2016 

R 

R 

Balance at 1 July 2015 

300 253 607 

309253607 

Surplus/(Deflclt) for the year 

Balance at 30 June 2016 

(5465 756) 

303 787 850 

(5 466 756) 
303 787850 

Correction of prior period error 

35 (2 996 592} 

[2 996 592) 

2017 

Restated balance at 1 July 2016 

300 791258 

300 791258 

Surplus/(De1iclt) for the year 

2 772 205 

2 772205 

Balance at 30 June 2017 

303 563 464 

303 563464 





f 
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KOU-KAMMA MUNICIPALITY . 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2017 


CASH FLOWS FROM OPERATING ACTIVITIES 

Note 

2017 

R 

Restated 2016 

R 

Receipts 

Sale of goods and services 


16 890 918 

26 006312 

Government Grant and Subsidies 

20 

62 383 060 

63 552 994 

Licence and permits 


18 143 

30149 

Interest Received 

23 

72 506 

206 011 

Other Receipts 


9829 805 

5 693 617 

Payments 

Employee Related Costs 

25 

(41 856114) 

(39 062115) 

Remuneration of Councillors 

26 

(3123 213) 

(3 000 433) 

Interest Paid 

28 

(193842) 

(996 317) 

Suppliers Paid 


(29 339 797) 

(36 059 993) 

NET CASH FLOWS FROM OPERATING ACTIVITIES 

33 

14681 466 

16 371 125 

CASH FLOWS UTILISED FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 

7 

(15 790 962) 

(17 541 365) 

Purchase of Intangible Assets 

8 

(14 032) 

- 

Proceeds on Disposal of Property, Plant and Equipment 


* 

106 101 

NET CASH FLOWS FROM INVESTING ACTIVITIES 


(15 604 994) 

(17 435 264) 

CASH FLOWS FROM FINANCING ACTIVITIES 

Shortterm loan 


835 502 

1 900 000 

NET CASH FLOWS FROM FINANCING ACTIVITIES 

= 

835 502 

1 900 000 

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENT 

6 

(268 026} 

835 861 


Cash and Cash Equivalents at Beginning of Period 

1 001 722 

165861 


Cash and Cash Equivalents at End of Period 

713 695 

1 001 722 



3 0 NOV 
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m Finance charges - as a result of cashflow difficulties, the municipality could not settle dll debt within 30 days, which resulted In Interest being charged by suppliers 

t _ N12 As a result of cash flow challenges, operational expenditure was kept to a minimum. 





























































































KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2017 


BASIS OF PRESENTATION 

The financial statements have been prepared in accordance with the effective Standards of Generally Recognised Accounting Practices 
(GRAP) listed below including any interpretations, guidelines and directives issued by the Accounting Standards Board and the 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003). 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical cost 
convention unless specified otherwise. They are presented in South African Rand. 

A summary of the significant accounting policies are disclosed below. 

These accounting policies are consistent with the previous period, except for the changes set out in note 1.6 standards and 
interpretations effective and adopted in the current year. 


1* 1 CHANGES IN ACCOUNTING POLICY AND COMPARABILITY 

Accounting Policies have been consistently applied, except where otherwise indicated below. 

The details of any resulting changes in accounting policy and comparative restatements are set out below. 

The municipality changes an accounting policy only if the following instances: 

(a) is required by a Standard of GRAP; or 

(b) results in the financial statements providing reliable and more relevant information about the effects of transactions, other events or 
conditions on the municipality's financial position, financial performance or cash flow. 

1. 2 CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS 

In foe application of foe municipality's accounting policies, which are described below, management is required to make judgements, 
estimates and assumptions about foe carrying amounls of assets and liabilities that are not readily apparent from other sources. The 
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual 
results may differ from these estimates. 

These estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are recognised in 
foe period in which the estimate is revised if the revision affects only that period, or in foe period of the revision and future periods if foe 
revision affects both current and future periods. 

The following are the critical judgements, apart from those involving estimations, that foe management have made in foe process of 
applying the municipality's Accounting Policies and that have foe most significant effect on foe amounts recognised in Annual Financial 
Statements: 

f. 2* 1 Revenue Recognition 

Accounting Policy on Revenue from Exchange Transactions and Accounting Policy on Revenue from Non-exchange Transactions 
describes the conditions under which revenue will be recorded by foe management of the municipality. 

In making foeir judgement management considered the detailed criteria for foe recognition of revenue as set out in GRAP 9 and GRAP 
23. in particular, whether foe municipality, when goods are sold, had transferred to the buyer foe significant risks and rewards of 
ownership of foe goods and when services are rendered, whether the service has been rendered. Also of importance is foe estimation 
process involved in initially measuring revenue at foe fair value thereof. The management of foe municipality is satisfied that recognition 
of foe revenue in foe current year is appropriate. At the time of initial recognition it is inappropriate to assume that foe collectability of 
amounts owing by individual recipients of goods or services will not occur, because the municipality has an obligation to collect all 
revenue. 


f. 2. 2 Financial assets and liabilities 

The classification of financial assets and liabilities, into categories, is based on judgement by management Accounting Policy on 
Financial Assets C/ass/ffcaf/on and Accounting Policy on Financial Liabilities Classification describe the factors and criteria considered 
by foe management of the municipality in foe classification of financial assets and liabilities. 

In making the above-mentioned judgement, management considered foe definition and recognition criteria tor foe classification of 
financial instruments as set out in GRAP 104: Financial Instruments . 

1 ■ 2, 3 Impairment of Financial Assets 

Accounting Policy on Impairment of Financial Assets describes foe process followed to determine foe value by which financial assets 
should be impaired. In making foe estimation of foe impairment the management of foe municipality considered foe detailed criteria of 
impairment of financial assets as set out in GRAP 104: Financial Instruments, and used its judgement to select a variety of methods 
and make assumptions that are mainly based on market conditions existing at foe end of foe reporting period. The management of the 
municipality is satisfied that foe impairment of financial assets recorded during foe year is appropriate. 

The calculation in respect of foe impairment of debtors is based on an assessment of the extent to which debtors have defaulted on 
payments already due, and an assessment of their ability to make payments based on their creditworthiness. 

This was performed per service-identifiable categories across all classes of debtors. 


BASIS OF PRESENTATION (Continued) 




KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIE S TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2017 


1 . 2 


CRITICAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS (Continued) 


1. 2. 4 Useful lives of Property, Plant and Equipment, Intangible assets and Investment property 

Therram-cipaiity depreciates/amortises its property, plant and equipment, investment property and intangible assets over the estimated 
useful lives of the assets taking into account the residual values of the assets at the end of their useful lives, which is determined when 
nr . ? 6 *? Sre avai !f b J?. for use ’ The uaeful lives of a“ets are based on management’s estimation. Management considered the impact 
of technology, availability of capital funding, service requirements and required return on assets in order to determine the optimum 
life expectebon, where appropriate. The estimation of residual values of assets is based on management’s judgement as to 
whether the assets will be sold or used to the end of their useful lives, and in what condition they will be at that time. 


1. 2. 5 Impairment: Write down of Property, Plant and Equipment and Inventories 

Accounting Policy on PPE - Impairment of assets and Accounting Policy on Intangible assets - Subsequent Measurement 
Amortisation and Impairment and Accounting Policy on Inventory - Subsequent measurement describes the conditions under which 
asset ®, are , t ® sted for potential impairment losses by the management of the municipality. Significant estimates and 
S™" 1 * ™ ad , e ™ at '"« to PPE impairment testing, Intangible assets impairment testing, write down of Inventories to the lowest 
of Cost and Net Realisable Values (NRV) and whether assets should be written down to current replacement cost. 

In maki ng the above-mentioned estimates and judgement, management considered the subsequent measurement criteria and 
01P °*f ntial impairment losses as set out in GRAP 21: Impairment of Non-Cash generating Assets and GRAP 26: Impairment 
ot cash generating Assets. In particular, the calculation of the recoverable seivice amount for PPE and intangible assets and the NRV 
toventory toneS mVOlW6S si 3 niflcant judgement by management During the year no impairments were made to PPE, intangible assets or 

f. 2 6 Water inventory 

hn?. 1 e ? tl [ natl0n ? "!! 1 V ? te L Stock in the reservolns '* baaed on the measurement of water after the depth of water in the reservoirs have 
been determined, which is then converted into volumes based on the total capacity of the reservoir. 

1. 2. 7 Defined Benefit Plan Liabilities 

oW ?J n ® a f‘“ anal valuations of its defined benefit plan liabilities. The defined benefit obligations of the municipality that 
were identified are Post-retirement Health Benefit Obligations and Long-service Awards. The estimated liabilities are recorded in 

SfSSSSSL .^ uire "[' enteofGRAP 25. Details of the liabilities and the key assumptions made by the actuaries in estimating 
the liabilities are provided in the notes to the Annual Financial Statements. 

1 2. 8 Provisions and contingent liabilities 

The Munidpeiity has an obligation to rehabilitate its landfill sites in terms of Ms license stipulations. Provision is made for this obligation 
b f. a ?. on the " at present value of cost. Additional disclosure of these estimates of provisions are included in Note 16 Provisions. A 
raluation re port is prepared annually by the Province of the Eastern Cape Local Government and Traditional Affairs Department. This 
pj*” en ? U ,? that Kou ' kamma Local Municipality complies with the Waste Act and the Generally Recognised Accounting 

™" <G 1 F ^ P) I/ and 19 requirements and standards. GRAP 17 requires the cost of rehabilitation of landfill sites to be capitalised as 
property, plant and equipment and within GRAP 17 the interest of this report is in the depreciation rate of the sites. GRAP 19 requires 
for costs of rehabilitation of landfill sites to be provided for, 

1- 2. 9 Budget Information 

Deviation 8 between budget and actual amounts are regarded as material differences when a 10% deviation exists. All material 
differences are explained in the notes to the annual financial statements. 

1. 3 PRESENTATION CURRENCY 

fonrtScumnS 5 ' 81 Statemante are presented in Soulh ^Min Rand, rounded off to the nearest Rand, which is the municipality's 


1. 4 GOING CONCERN ASSUMPTION 

H'^ n T al ri na " c l? 1 State ™ ents have been prepared on the assumption that the municipality will continue to operate as a going 
concern lor at least the next 12 months. 


1. S OFFSETTING 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted by a Standard of GRAP. 
BASIS OF PRESENTATION (Continued) 

New Standards and Interpretations 
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ACCOUNTING POLICIES TO TH E ANNUAL FINANCIAL STATEMFMTS 
FOR THE YEAR ENDED 30 JUNE 2017 


1 . 6 


Standards and interpretations effective and adopted In the current year 


IGRAP1: Interpretation of GRAP: Applying the Probability Test on Initial Recognition of Exchange Revenue 

aSSeS ^f? probabait y each transaction on an individual basis when it occurs. Entities shall not assess the 
probabilifr on an overall aval based on the payment histoiy of recipients of the service in general when the probability of revenue is 

tata^tac? SSmS q r ® ,enue . wiN be .raoognised at initial recognition. Assessing impairment is an event that 

date of re ®^™ ti ? n - Such 'mpainnent is an expense. Revenue is not reduced by this expense. The effective 

aate of the Interpretation is for years beginning on or after 01 April 2013. 

GRAP 1 (as revised 2010): Presentation of Financial Statements 

req 1 ui T? nt ? h , ave been added re0ardin9 followin 0 aasate a "d liabilities included in disposal groups 
3S ! et8 ’ deferred tex a8sete (,labil ® as )' expense, post-tax surplus or deficit and fee u« of 
years bifenTg ^ " amend,T,ente to 66 applia d ratrospectively. The effective date of fee amendment is for 


GRAP 3 (as revised 2010): Accounting policies. Changes In Accounting Estimates and Errors 

^nn^hL!^'* 0 ^ V « ari T t i"H! nology and definition chan 9 es Paragraphs added to Changes in accounting policies A change 
^onHtan »r mLt ^ a ! M>ther ** accountin 0 is a ^ange in accounting policy. A change in fee accounting treatment, 

recognition or measurement of a transaction, event or condition within a basis of accounting is regarded as a change in accounting 

M«™nh°ii a ^ nti h 8 P 0 !!??*?; The referenca to the Accounting Practices Committee (APC) of SAICA has been deleted from 
fomSn In f tt,a * 18 not a stafldard setter and mat entrties would consider information Itom a wide range of sources in 
SlilT a ^ ^ Untln ( ?, P °'^ !" d notiu8t 0,6 Praocuncements of fee APC. Commentary on fee selection of benchmariTand 
alternative accounting policies has been deleted. The effective date of the amendment is for years beginning on or alter 01 April 2013. 


GRAP 9 (as revised 2010): Revenue from Exchange Transactions 

UrofoMsTaS^h i 36^1s U L^ri™°?ilLf , ! d de1inition cha "9 es - Dividends or similar distributions declared from pre-acquisition 
surpluses . Paragraph .36 has been amended to encompass not only securities, but any contributed capital. Various amendments 

Si?2013 ^ °" S examples Induded in m a PP a ndix. The effective date of fee amendment is for years beginning on or after 01 


GRAP 12 (as revised 2010): Inventories 

8m f nded ! nd 35 was added to eeperate fee principle from fee exception when applying fee cost 
Tormula for inventories with a similar nature and use to the municipality. F y 

?h nS0: W !T ref8rence has b “ n made *° ‘ net realisable value', ‘current replacement cost' has been added. Fair 
etettive dlte 0TS.JJSSr h0W t0de 1 termlne fair va,ue has haan daletad. ** amendments to be applied retrospectively. The 

enective date of fee amendment is for years beginning on or after Ot April 2013. 

1. 6 Standards and Interpretations effective and adopted In the current year (Continued) 

GRAP 13 (aa revised 2010): Leases 

SSsurV* JT" i 'f 1 ?f d ***' that m S1ar,da,1d doea not apply to lease agreements to explore for or use natural 
ntoi ; me ^ s and other mir *eral rights and licensing agreements for such items as motion picture films, 

video recordings, plays, manuscripts, patents and copyrights. Non-current Assets Held for Sale and Discontinued. 

Operations: 

^w 3 !?*? c ^ arify ^! finanCe Iease assets dassrfied as held for sale in accordance with the Standard of GRAP 
on el ? for s t and Di8 “ nHnued Operations shall be accounted for in accordance wife feat Standard. Guidance 

°1L^ .T" 9 .-L^ n . an - C f. lea . ses ** lassors ; Tha Paragraph (previously paragraph .53) feat provided guidance on fee recognition of 
te "1 a H? n0ements wWl private sector enflties has been deleted as the Guideline on Accounting for Public 
incteded P fefee^ori^fr.»V?!^ edes tb, ® auldance - Outdance on operating tease incentives and substance over legal form: The guidance 
Tte1uwln~ n« ft l^ 8 ^" 0 ® over 18081 * Mm has been deleted. Classification of leases on landand buildings elements- 
^ dassficatlon ° f land and buildings has been amended to ensure feat fee element of fee tease relating to fee land 
S^^lft ft* fi Ce !f 80 ^ ere si9nificant risks and rewards have bean transferred, despite there being no transfer of title, 

sr **" bi 
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KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICI ES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2017 


1. BASIS OF PRESENTATION (Continued) 


1 . 6 


Standards and Interpretations effective and adopted In the current year (Continued) 


GRAP16 (as revised 2010): Investment Properly 

of inve stment property: Additional commentary has been included in paragraph .18 and .20 to explain paragraph .18 that 
i.l— ?. i _j 1 ^ 0 ? 1 , n critena for Investment property. This Standard includes investment properly under construction as it was 
nconastent with the requirement that investment properly being redeveloped was still within the scope of this Standard but not the 

offtl^orfghra? l ttsddeleted reSUlt para ° raphs 10 and 11 were amended, paragraphs .60 and .61 inserted, and paragraphs .25 and .65(e) 

The measurement principles were also amended accordingly to allow investment property under construction to be measured at cost if 
V’ ea S I [ ed ’? llably ' until such time as the fair va,ue ran measured reliably. Additional guidance has been 
T 5 ^* pf0 f ertV *° darify the rentala eam «l "of have to be on a commercial basis or market 
♦hi JS™ P 5L to class,fied as invea 1ment property. Disclosure: Entitles are encouraged, rather than required, to disclose 

lav ^* rn ^ 1 * p "*P 0rty when this is materially different from the carrying amount Amendments to be applied as follow: 
Paragraphs 10(e) .54, .59, .62 and .65 were amended, paragraphs .60 and .61 were added and paragraph .25 and .11 (d) of the 
t “ 04) was ‘teleted by the Improvements to GRAP issued in 1 April 2011. An municipality shall apply those amendments 

Si^S^ tT EH!!?* be9 ' nninfl on or aftBT 1 *"■ 2011 lf an municipality elects to apply these amendments earfier, it shall 
disclose this fact. The related amendment to paragraph .05 in the Standard of GRAP on Property, Plant and Equipment Is also applied 

" ,0RAP1 "—■—■■——I** 

GRAP 17 (as revised 2010): Property, Plant and Equipment 

®“ pa = The ^cognition a " d measurement of exploration and evaluation assets have been added to the scope exclusions. Investment 
properties under construction have been removed from the scope. 

^fr ment i at i ni,iat ? c ° 9n , i ^ on: Para 9 ra P h -23 and .24 have been amended to dariiy that the guidance applicable to determine feir 
H U0d 3S !f t8 app e f * ,ual,y to the initial measurement of items of property, plant and equipment at fair value. Depreciable 
amount and depreciation period: An additional paragraph has been added to dariiy that reviewing the useful life of an asset on an 
annual oasis does not 

require the municipality to amend the previous estimate unless expectations differ from the previous estimate. Derecognition: The 
! Bqul r at ! l an | * ” ot c * aasdy *° m #le disposal of property, plant and equipment as revenue, has been removed. Paragraph .79 has 
been added in line with the 1ASB Improvements Projed to dariiy that where assets are held for rental to others in the ordinary course of 
° paratl ° n8 and the municipality subsequently sells the assets, the Standard of GRAP on Non-current Assets Held for Safe and 
Discontinued Operations does not apply. Rather, these assets are to be transferred and treated in accordance with the Standard of 
S « ?-? Vent0neS- D ® d °® Jres: J he squired disclosures in paragraph .90 have been amended to encouraged disdosures. Added 
. °l 0ncou ™ 9 f d,sc osures is the feir value disclosure of assets where the cost model is used. The requirement to disdose the 
??* *”*? •° r _ reva, Pafej* assets was removed. Amendments to be applied as follow: Paragraphs .05, .23 and .24 were amended and 
w °* ad ? ed by improvements to GRAP issued in 1 April 2011. An munidpality shall apply those amendments 
y £ ra T al pariods ^Omnmg on or alter 1 April 2011. If an municipality elects to apply these amendments earlier, it shall 
^ ** Any other amendments to the Standards of GRAP shall be applied retrospectively. The effective date of the 
amendment Is for years beginning on or after 01 April 2013. 

GRAP 25: Employee Benefits 

The objective of GRAP 25 is to prescribe the accounting and disclosure for employee benefits. The standard requires the municipality 
3 J rabll,ty an employee has provided service in exchange for employee benefits to be paid in the future; and an 
expense when the municipality consumes the economic benefits or service potential arising from service provided by an employee in 
exchange for employee benefits. The standard states the recognition, measurement and disclosure requirements of: short-term 
employee benefits; all short-term employee benefits; short-term compensated absences; bonus, incentive and performance related 
payments, post-employment benefits: Defined contribution plans; other long-term employee benefits; an termination benefits. The major 
th |® standa,ld (GRAP 25) and IAS 19 is with regards to the treatment of actuarial gains and losses and past 
«h stendanl rBquires fr® municipality to recognise all actuarial gains and losses and past service costs immediately in 

toe statement of financial performance once occurred. The effective date of the standard is for years beginning on or after 01 April 

The ado p fion of these amendment is not expected to impact on the results of the municipality, but has resulted in more disclosures in 
tne annual financial statements. 


1- 7 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the munidpality: 

GRAP 18 Segment Reporting - issued February 2011, effective date 15 April 2015 
GRAP 20 Related Party Disclosures - issued June 2011 
GRAP 32 Service concession arrangements grantor 
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KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2017 

1. 7 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 
(Continued) 

All the other listed standards as listed above will only be effective when a date is announced by the Minister of Finance, 

Where a standard of GRAP is approved as effective, it replaces the equivalent statement of International Public Sector Accounting 
Standards Board, International Financial Reporting Standards or Generally Accepted Accounting Principles. Where a standard of 
GRAP has been issued, but is not yet effective, the municipality may elect to apply the principles established in that standard in 
developing an appropriate accounting policy dealing with a particular section or event before applying paragraph 12 of the Standard of 
GRAP on Accounting Policies, Changes in Accounting Estimates and Errors. 

Management has considered all of the above-mentioned GRAP standards issued but not yet effective and anticipates that the adoption 
of these standards will not have a significant impact on the financial position, financial performance or cash flows of the municipality. 


GRAP 18 - Segment Reporting 

Segments are identified by the way in which information is reported to management, both for purposes of assessing performance and 
ab ° Ut h0W ftj * ure fBSOurc0S be allocated to the various activities undertaken by the municipality. The major 
classifications of activities identified in budget documentation will usually reflect the segments for which an municipality reports 
information to management. Segment information is either presented based on service or geographical segments. Service segments 
relate to a distinguishable component of an municipality that provides specific outputs or achieves particular operating objectives that 
are in line with the municipality’s overall mission. Geographical segments relate to specific outputs generated, or particular objectives 
achieved, by an municipality within a particular region. 

Requires additional disclosures on the various segments of the business in a manner that is consistent with the information reported 
internally to management of the municipality. The precise impact of this on the financial statements of the Municipality is still being 
assessed but it is expected that this will only result in additional disclosures without affecting the underlying accounting. This standard 
does not yet have an effective date. 


GRAP 20 - Related party disclosures 

The effective date of the standard has not been determined yet. The standard of GRAP on related parties will replace the IPSAS 20 
standard on related party disclosure currently used. No significant impact on the financial statements of the Municipality is expected. 


GRAP 32 Service concession arrangements grantor 

The standard prescribes the accounting treatment for service concession arrangements by the grantor, a public sector municipality. The 
effective date of the standard has not been determined yet. 

No significant impact on the financial statements of the Municipality is expected. 

GRAP 108 Statutory receivables 

This standard prescribes the accounting requirements for the recognition, measurement, presentation and disclosure of statutory 
receivables. The effective date of the standard has not been determined yet. 

2- PROPERTY, PLANT AND EQUIPMENT 

2. 1 Initial Recognition 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the production or 
supply of goods or services, rental to others, other than investment property, or for administrative purposes, and are expected to be 
used during more than one year. 


2. 1 Initial Recognition (Continued) 

The cost of an item of property, plant and equipment is recognised as an asset if, and only if it is probable that future economic benefits 
or service potential associated with the item will flow to the municipality, and if the cost or fair value of the item can be measured 
reliably. 

Property, plant and equipment are initially recognised at cost on its acquisition date or in the case of assets acquired by grant or 
donation, being the fair value of the asset at acquisition date. The cost of an item of property, plant and equipment is the purchase price 
and other costs attributable to bring the asset to the location and condition necessary tor it to be capable of operating in the manner 
intended by the municipality. Trade discounts and rebates are deducted in arriving at the cost. The cost also includes the necessary 
costs of dismantling and removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plan and equipment have different useful lives, they are accounted for as separate 
items (major components) of property, plant and equipment. 
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KOUKAMMA MUNICIPAI ITY 

ACCOUNTING POLI CIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNF 2017 

PROPERTY, PLANT AND EQUIPMENT (Continued) 

Tli 0 cost of an item of property, plant and equipment acquired in exchange for a non-monetary assets or monetary assets or a 
combination of monetary and non-monetaiy assets is measured at the fair value of the asset given up, unless the fair value of the 

asset received is more clearly evident. If the acquired item could not be measured at its fair value, its cost is measured at the carrying 
amount of the asset given up. 

Major spare parts and seryidng equipment quality as property, plant and equipment when the municipality expects to use them during 
more man one period. Similarly, if the major spare parts and servicing equipment can be used only in connection with an item of 
property, plant and equipment, they are accounted for as property, plant and equipment. 

2. 2 Subsequent Measurement 

nn . bS 1 - q ? ent ^"^“re relating to property, plant and equipment is capitalised if it is probable that future economic benefits or service 
potential associated with the subsequent expenditure will flow to the municipality and the cost or lair value of the subsequent 
expenditure can be reliably measured. Subsequent expenditure incurred on an asset is only capitalised when it increases the capacity 
w ™ , 1 * eoono ! nie 5 enefits associated with the asset. Where the municipality replaces parts of an asset, it derecognises the part of the 

asset being replaced and capitalises the new component. 

Subse quently atl property plant and equipment are measured at cost, less accumulated depreciation and accumulated impairment 

Subsequent to initial recognition, land and buildings are carried at cost less accumulated depreciation and impairment losses. 

Compensation from third parties for items of property, plant and equipment that were Impaired, lost or given up is included in surplus or 
deficit when the compensation becomes receivable. K 

2. 3 Depreciation 

Depredafion on assets other than land is calculated on cost, using the straight-line method, to allocate their cost to their residual values 
overfire estimated useful lives of the assets. The depreciation method used reflects the pattern in which the asset's future economic 
” fT 06 are f2 M5Cted to •» consumed by the municipality. Each part of an item of property, plant and equipment 

wffli a cost that is significant in relabon to the total cost of the item shall be depreciated separately. The depreciation rates are based on 
tne following estimated useful lives. 

Depreciation only commences when the asset is available for use, unless stated otherwise. 

The following is an indication of the maximum expected useful life of the assets: 

Years Years 

Infrastructure Buildings 30 

Roads and Paving 30 

Electricity 20 Other 

Water 20 Specialist Vehicles 20 

Landfill SHes 7-50 Other Vehicles 7 

Office Equipment 10 

Community Furniture and Fittings 1 o 

Recreational Facilities 30 Specialised Plant and Equipment 15 

5 Other Plant and Enulnmnnt * 


The assets' residual values, estimated useful lives and depreciation method are reviewed annually and 
appropriate, at each reporting date. 

2. 4 Incomplete Construction Work 


adjusted prospectively if 


Incomplete construction work is stated at historical cost. Depredation and Impairment (if applicable) only commences when the asset 
becomes available for use and transferred to the relevant asset class. 

2. 5 Finance Leases 

Assets capitalised under finanoe leases are depreciated over their expected useful lives on the same basis as PPE controlled by the 
municipaHty o^wh ere shorter, the term of the relevant lease if there Is no reasonable certainty that the munidpality will obtain ownership 


2. 6 Land & Buildings 

“2-5- I and i S not depreciated as is deemed to have an indefinite useful life, buildings and other structures situated on 
developed land are depreciated less their residual value over their useful life. 
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KOUKAMMA MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2017 

PROPERTY, PLANT AND EQUIPMENT (Continued) 

2. 7 Infrastructure Assets 

Infrastructure Assets are any assets that are part of a network of similar assets. Infrastructure assets are shown at cost less 
accumulated depreciation and accumulated impairment Infrastructure assets are treated similarly to all other assets of the municipality 
in terms of the asset management policy. 


2, 8 Derecognition of property, plant and equipment 

The carrying amount of an item of properly, plant and equipment is derecognised on disposal, or when no future economic benefits or 
service potential are expected from its use or disposal. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when the 
item is derecognised. Gains are not classified as revenue. 

Gains or losses are calculated as the difference between the carrying value of assets (cost Jess accumulated depreciation and 
accumulated impairment losses) and the disposal proceeds is included in the Statement of Financial Performance as a gain or loss on 
disposal of property, plant and equipment 

The estimated useful lives and depreciation methods have been reviewed for the year ended 30 June 2017, and any changes therein 
have been implemented in accordance with the requirements of GRAP 17, GRAP 3. 

INTANGIBLE ASSETS 

Intangible assets are initially recognised at cost. The cost of an intangible asset is the purchase price and other costs attributable to 
bring the intangible asset to the location and condition necessary for it to be capable of operating in the manner intended by the 
muntapality, or where an intangible asset Is acquired at no cost, or for a nominal cost, the cost shall be its fair value as at the date of 
acquisition. Trade discounts and rebates are deducted in arriving at the cost. Intangible assets acquired separately or internally 
generated are reported at cost less accumulated amortisation and accumulated impairment losses. The cost of an intangible asset 
acquired rn exchange for a non-monetary assets or monetary assets, or a combination of monetary and non-monetary assets is 
measured at the fair value of the asset given up, unless the fair value of the asset received is more clearly evident. If the acquired item 
could not be measured at its fair value, its cost is measured at the carrying amount of the asset given up. If the acquired item's fair 
value was not determinable, ft's deemed cost is the carrying amount of the assess) given up. 

3. 1 Initial Recognition 

Identifiable non-monetary assets without physical substance are classified and recognised as intangible assets. The municipality 
recognises an intangible asset in its Statement of Financial Position only when it is probable that the expected future economic benefits 
or service potential that are attributable to the asset will flow to the municipality and the cost or fair value of the asset can be measured 


3. 2 Subsequent Measurement; Amortisation and Impairment 

After initial recognition, an intangible asset is earned at its cost less any accumulated amortisation and any accumulated impairment 
losses. 

Expenditure on an inlangible item that was initially recognised as an expense shall not be recognised as part of the cost of an intangible 
asset at a later date. 


■ n 31 * ' ntan 0 <ble assets are distinguished between internally generated intangible assets and other intangible assets. It 

is further distinguished belween indefinite or finite useful Jives. Amortisation is charged on a straight-line basis over the intangible 
assets' useful lives (when the intangible asset is available for use), which are estimated to be between 3 to 5 years, the residual value 
° f ^^ With ^ n - ite liveS iS zer0, unless an active markel e3dsts ' Where intangible assets are deemed to have an indefinite 
useto life, such rntangibie assets are not amortised, however such intangible assets are subject to an annual impairment test The 
useful lives per category of intangible assets are detailed below: 


Intangible asset Years 

Software 2-10 

Intangible assets are annually tested for indicators of impairment including intangible assets not yet available for use. Where items of 
ir^ng'bte assets have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an expense in the 
penod that the impairment is identified except where the impairment reverses a previous revaluation. The impairment loss is the 
difference between the carrying amount and ttie recoverable amount, 

Tlie estimated useful life, residual values and amortisation method are reviewed annually at the end of the financial year. Any 
adjustments arising from the annual review are applied prospectively as a change in accounting estimate in the Statement of Financial 
Performance. 


INTANGIBLE ASSETS (continued) 
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3. 3 Derecognition 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or service potential 
expected from the use of the asset. The gain or loss arising on the disposal or retirement of an Intangible asset is determined as the 
difference between the net disposals proceeds and the carrying value and is recognised in the Statement of Financial Performance. 


4 INVESTMENT PROPERTY 
4 1 Initial Recognition 

investment property includes property (land or a building, or part of a building, or both land or buildings held under a finance lease) held 
to earn rentals and/or for capital appreciation, rather than held to meet service delivery objectives, the production or supply of goods or 
services, or the sale of an asset in the ordinary course of operations. 

Investment property is recognized as an asset where, and only where: 

It is probable that the future economic benefits or service potential that are associated with the investment property will flow to the 
municipality; and 

■ The cost or fair value of the investment properly can be measured reliably. 

At initial recognition, the municipality measures investment property at cost including transaction costs once it meets the definition of 
investment property. However, where an investment property was acquired through a non-exchange transaction (i.e. where it acquired 
the investment property for no or a nominal value). Its cost is its fair value as at the date of acquisition. 

Based on management's Judgement, the following criteria have been applied to distinguish investment properties from owner occupied 
property or property held for resale: 

Ail properties held to eam market-related rentals or for capital appreciation or both and that are not used for administrative 
purposes and that will not be sold within the next 12 months are classified as Investment Properties; 

- Land held for a currently undetermined fature use. (If the Municipality has not determined that It will use the land as owner- 
occupied property or for short-term sale in the ordinary course of business, the land is regarded as held for capital appreciation); 
and 

A building that is vacant but is held to be leased out under one or more operating leases on a commercial basis to external parties. 


The following assets do not fall in the ambit of Investment Property and shall be classified as Property, Plant and Equipment or 
Inventory as appropriate: 

Property intended for sale in the ordinary course of operations or in the process of construction or development for such sale; 

■ Property being constructed or developed on behalf of third parties; 

Owner-occupied property, including (among other things) property held for future use as owner-occupied properly, property held 
for future development and subsequent use as owner-occupied property, property occupied by employees such as housing for 
personnel (whether or not the employees pay rent at market rates) and owner-occupied property awaiting disposal; 

* Property that is being constructed or developed for future use as investment property; 

* Property that is teased to another municipality under a finance lease; 

Property held to provide a social service and which also generates cash inflows, e.g. property rented out below market rental to 
sporting bodies, schools, low income families, etc.; and 

* Property held for strategic purposes or service delivery. 

4 2 Subsequent Measurement 

4 2. 1 Subsequent Measurement * Cost Model 

Investment property is measured using the cost model, investment Property is stated at cost less accumulated depreciation and 
accumulated Impairment losses. Depreciation is calculated on cost, using the straight-line method over the useful life of the property, 
which is estimated at 30 - 60 years. Components of assets that are significant in relation to the whole asset and that have different 
useful lives are depreciated separately. The residual value of the investment properties been assumed to be zero. 

The land is not depreciated as it has an indefinite useful life. 

The gain or loss arising on the disposal of an investment property is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 

4 3 Derecognition 

An investment property shall be derecognised (removed from the statement of financial position) on disposal or when the investment 
property is permanently withdrawn from use and no future economic benefits or service potential are expected from its disposal. 

5. IMPAIRMENT OF ASSETS (continued) 
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The municipality classifies all assets held with the primary objective of generating a commercial return as cash-generating assets. All 
other assets are classified as non-cash-generating assets. 

5. 1 Impairment of Cash generating assets 

The munteipaiity assesses at each reporting date whether there is any indication that an asset may be impaired, if any such indication 
exists, the municipality estimates the recoverable amount of the individual asset. 

if there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. If it is not possible 
to estimate the recoverable amount of the individual asset, the recoverable amount of the cash-generating unit to which the asset 
belongs is determined. 

The best evidence of fair value less cost to sell is the price in a binding sale agreement in an arms length transaction, adjusted for the 
incremental cost that would be directly attributable to the disposal of the asset. 

The recoverable amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell and its value in use. 

If the recoverable amount of an asset is less lhan its carrying amount the canying amount of the asset is reduced to its recoverable 
amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or 
deficit 

*° SS recognised for cash-generating units if the recoverable amount of the unit is less than the canying amount of the 
unit. The impairment loss is allocated to reduce the canying amount of the assets of the unit as follows: 

■ to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an Impairment loss recognised in prior periods for 
assets may no longer exist or may have decreased. If any such indication exists, the recoverable amounts of those assets are 
estimated. 

The increased canying amount of an asset attributable to a reversal of an impairment loss does not exceed the canying amount that 
would have been determined had no impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss of assets canted at cost less accumulated depreciation or amortisation is recognised immediately in 
surplus or deficit 3 


5. 2 Impairment of Non-Cash generating assets 

Themunidpality assesses at each reporting date whether there is any indication that an asset may be impaired, if any such indication 
exists, the municipality estimates the recoverable service amount of the asset. 

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual asset. If it is not 
possible to estimate the recoverable service amount of the individual asset, the recoverable service amount of the cash-generating unit 
to which the asset belongs is determined. 

The recoverable service amount is the higher of a non-cash generating asset's fair value less costs to sell and its value in use. The 
value in use for a non-cash generating asset is the present value of the asset's remaining service potential. 

If the recoverable sen/ice amount of an asset is less than its canying amount, the canying amount of the asset is reduced to its 
recoverable service amount. That reduction is an impairment loss. 

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised immediately in surplus or 


An impairment Joss is recognised for non cash-generating units if the recoverable service amount of the unit is less than the canying 
amount of the unit The impairment loss is allocated to reduce the carrying amount of the assets of the unit to the assets of the unit, pro 
rata on the basis of the carrying amount of each asset in the unit 

A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods for 
assets may no longer exist or may have decreased, if any such indication exists, the recoverable sendee amounts of those assets are 
estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that 
would have been determined had no impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss of assets earned at cost less accumulated depreciation or amortisation is recognised immediately in 
surplus or deficit. 


6 FINANCIAL INSTRUMENTS 

The municipality has various types of financial instruments and these can be broadly categorised as either financial assets, financial 
habilrties or equity instruments in accordance with the substance of the contractual agreement . The municipality only recognises a 
financial instrument when it becomes a parly to the contractual provisions of the instrument. 

6 FINANCIAL INSTRUMENTS (continued) 

Initial recognition 
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Financial assets and financial liabilities are recognised on the municipality's Statement of Financial Position when the municipality 
becomes party to the contractual provisions of the instrument. 

The municipality does not offset a financial asset and a financial liability unless a legally enforceable right to set off the recognised 
amounts currently exist; and the municipality intends either to settle on a net basis, or to realise the asset and settle the liability 

The effective interest rate method 

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating the 
interest income or interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated 
future cash payments or receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net 
carrying amount of the financial asset or financial liability. 

Amortised cost 

Amortised cost is the amount at which the financial asset or financial liability is measured at initial recognition minus principal 
repayments, plus or minus the cumulative amortisation using the effective interest method of any difference between that initial amount 
and the maturity amount, and minus any reduction for impairment or uncollectibilily. 

6 1 Financial Assets - Classification 

A financial asset is any asset that is cash or a contractual right to receive cash. 

\n accordance with GRAP 104 the Financial Assets of the municipality are classified as follows into the three categories allowed by this 
standard; 

Financial assets at amortised cost 
Financial assets at fair value 
Financial assets at cost 

Th e mu nicipality has the Mowing types of financial assets as reflected on the face of the Statement of Financial Position or in the notes 


TVpe of Financial Asset 

Classification in terms of GRAP 104 

Short-term Investment Deposits - Call 

Financial Instruments at Amortised Cost 

Bank Balances and Cash 

Financial Instruments at Amortised Cost 

Consumer Debtors 

Financial Instruments at Amortised Cost 

Other Debtors 

Financial Instruments at Amortised Cost 


Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are short-term highly 
liquid investments, readily convertible into known amounts of cash, that are held with registered banking institutions and are subject to 
an insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on 
hand, deposits held on call with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial 


6 2 Financial Liabilities - Classification 

A financial liability is a contractual obligation to deliver cash or another financial asset to another municipality. The municipality has the 
following types of financial liabilities as reflected on the face of the Statement of Financial Position or in the notes thereto: 


Type of Financial Liability 

Classification in terms of GRAP 104 

Long-term Liabilities 

Financial liabilities measured at amortised cost 

Other Creditors 

Financial liabilities measured at amortised cost 

Trade Creditors 

Financial liabilities measured at amortised cost 

Accruals 

Financial liabilities measured at amortised cost 

Consumer Deposits 

Financial liabilities measured at amortised cost 

Retention 

Financial liabilities measured at amortised cost 


Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdrafts are expensed as incurred. 

6 3 Initial and Subsequent Measurement 

When a financial asset or financial liability is recognised initially, an municipality shall measure it at its fair value plus, in the case of a 
financial asset or a financial liability not subsequently measured at fair value, transaction costs that are directly attributable to the 
acquisition or issue of the financial asset or financial liability. 
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6 FINANCIAL INSTRUMENTS (continued) 

6. 3 Initial and Subsequent Measurement 

Financial Liabilities held at amortised cost 

^ nanc ' a * are classified as "Other financial liabilities'" (All payables, loans and borrowings are classified as other 

liabilities) and are initially measured at fair value, net of transaction costs. Trade and other payables, interest bearing debt including 
finance lease liabilities, non-interest bearing debt and bank borrowings are subsequently measured at amortised cost using the 
effective interest rate method. Interest expense is recognised in the Statement of Financial Performance by applying the effective 
interest rate. Bank borrowings, consisting of interest-bearing short-term bank loans, repayable on demand and overdrafts are recorded 
at the proceeds received. Finance costs are accounted for using the accrual basis and are added to the carrying amount of the bank 
borrowing to the extent that they are not settled in the period that they arise. 


6 4 Impairment of Financial Assets 

Financial assets, other than those at fair value, are assessed for indicators of impairment at the end of each reporting period. Financial 
assete are impaired where there is objective evidence of Impairment of Financial Assets (such as the probability of insolvency or 
significant financial difficulties of the debtor). If there is such evidence the recoverable amount is estimated and an impairment loss is 
recognised in accordance with GRAP 104. 


6. 4 Impairment of Financial Assets (Continued) 

Financial assets carried at amortised cost 

Debtors encompasses long term debtors, consumer debtors and other debtors. 

Initially Debtors are valued at fair value and subsequently carried at amortised cost using the effective interest rate method. An 
estimate is made for doubtful debt based on past default experience of all outstanding amounts at year-end. Bad debts are written off 
the year in which they are identified as irrecoverable. Debtors within 12 months from the date of reporting are classified as current. 

A provision for impairment of debtors is established when there is objective evidence that the municipality will not be able to collect all 
amounts due according to the original terms of receivables. The provision is made in accordance with GRAP 104 whereby the 
reooverabiiity of debtors are assessed individually and then collectively after grouping the assets in financial assets with similar credit 
risk characteristics. The amount of the provision is the difference between the financial asset's carrying amount and the present value 
of estimated future cash flows, discounted at the original effective interest rate. Future cash flows in a group of financial assets that are 
collectively evaluated for impairment are estimated on the basis of historical loss experience for assets with credit risk characteristics 
similar to those in the group. Cash flows relating to short-term receivables are not discounted where the effect of discounting is 
immaterial. 

Government accounts are not provided for as such accounts are regarded as receivable. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets carried at amortised cost 
with the exception of consumer debtors, where the carrying amount is reduced through the use of an allowance account. When a 
consumer debtor is considered uncollectible, it is written off against the allowance account Subsequent recoveries of amounts 
previously written off are credited against revenue. Changes in the carrying amount of the allowance account are recognised in the 
Statement of Financial Performance. 

The amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the impairment 
was recognised, the previously recognised impairment loss is reversed through the Statement of Financial Performance to the extent 
that the canying amount of the investment at the date the impairment is reversed does not exceed what the amortised cost would have 
been had the impairment not been recognised. 


6 5 Derecognition of Financial Liabilities 

The municipality derecognises Financial Liabilities when, and only when, the municipality's obligations are discharged, cancelled or they 
empire. The municipality recognises the difference belween the canying amount of the financial liability (or part of a financial liability) 
extinguished or transferred to another party and the consideration paid, including any non-cash assets transferred or liabilities 
assumed, in the Statement of Financial Performance. 


7. INVENTORIES 


7. 1 Initial Recognition 

Inventories comprise current assets held for sale and current assets for consumption or distribution during the ordinary course of 
business. Inventories are initially recognised at cost. Cost generally refers to the purchase price, plus taxes, transport costs and any 
other costs in bringing the inventories to their current location and condition. Where inventory is manufactured, constructed or 
produced, the cost includes the cost of labour, materials and overheads used during the manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the cost is deemed to 
be equal to the fair value of the item on the date acquired. 

7. INVENTORIES (Continued) 
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Direct costs relating to properties that will be sold as inventory are accumulated for each separately identifiable development. Costs 
also include a proportion of overhead costs. 


7. 2 Subsequent Measurement 

Consumable stoves, raw materials, work-in-progress and finished goods 

Consumable stores, raw materials, work-in-progress and finished goods are valued at the lower of cost and net realisable value (net 
amount that an municipality expects to realise from the sale on inventory in the ordinary course of business). In general, the basis of 
determining cost Is the weighted average cost of commodities. If inventories are to be distributed at no charge or for a nominal charge 
they are valued at the lower of cost and net realisable value. 


Water Inventory 

Water Is regarded as inventory when the municipality has incurred purification costs on water obtained from natural resources (rain, 
nvers, springs, boreholes etc.). However, water in dams, that are filled by natural resources and that has not yet been treated, and is 
under the control of the munldpality but can not be measured reliably as there is no cost attached to the water, and it is therefore not 
recognised in the statement of finandal position. The basis of determining the cost of water purchased and not yet sold at statement of 
financial position date comprises all costs of purchase, cost of conversion and other costs incurred in bringing the inventory to its 
present location and condition, net of trade discounts and rebates. Water and purified effluent are valued by using the weighted 
average method, at the lowest of purified cost and net realisable value, insofar as It is stoned and controlled in reservoirs at year-end. 


Redundant and slow-moving Inventories 

Redundant and slow-moving inventories are identified and written down from cost to net realisable value with regard to their estimated 
economic or realisable values and sold by public auction. Net realisable value is the estimated selling price in the ordinary course of 
business, less applicable variable selling expenses. Differences arising on the measurement of such inventory at the lower of cost and 
net realisable value are recognised in the Statement of Financial Performance in the year in which they arise. The amount of any 
reversal of any write-down of inventories arising from an increase in net realisable value or current replacement cost is recognised as a 
reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs. 


The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, written off or 
consumed, unless that cost qualifies for capitalisation to the cost of another asset 

8 REVENUE RECOGNITION 


8 1 General 

Revenue, excluding value-added taxation where applicable, is derived from a variety of sources which include rates levied, grants from 
other tiers of government and revenue from trading activities and other services provided. Revenue is recognised when it is probable 
economic benefits or service potential will flow to the municipality and these benefits can be measured reliably, except when 
specifically stated otherwise. The amount of revenue is not considered to be reliably measurable until all contingencies relating to the 
sale nave been resolved. The municipality bases its estimates on historical results, taking into consideration the type of customer, the 
type of transaction and the specifics of each arrangement Furthermore services rendered are recognised by reference to the stage of 
completion of the transaction at the reporting date. 


Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services in the ordinary course 
of the municipality's activities. Revenue is shown net of value-added tax, returns, rebates and discounts. 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from another municipality 
without directly giving approximately equal value in exchange. Revenue from non-exchange transactions is generally recognised to the 
extent that the related receipt or receivable qualifies for recognition as an asset and there is no liability to repay the amount. 

8 1 Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services rendered . the 
value of which approximates the consideration received or receivable. 
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8. REVENUE RECOGNITION (Continued) 

8 1, 1 Service Charges 

Service charges relating to sanitation and sewage are levied in terms of the approved tariffe. 

Service charges relating to electricity and water are based on consumption. Meters are normally read on a monthly basis and are 
nwognrsed as revenue when Invoiced. Where meters are not read monthly, provisional estimates of consumption, based on the 
consumption history, are made monthly when meter readings have not been performed. The provisional estimates of consumption are 
recognised as revenue when invoiced, except at year-end when estimates of consumption up to year-end are recorded as revenue 
witoout bang invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which meters have 
JZ 89 a J 4 u u stment ® are recognised a® revenue in the invoicing period, in respect of estimates of consumption between the 
last reading date and the reporting date, an accrual is made based on the average monthly consumption of consumers. 


W relating to refose removal are recognised on a monthly basis in arrears by applying the approved tariff to each property 
tnat has improvements. Tariffs are determined per category of properly usage, and are levied monthly based on the number of refuse 
containers on each property, regardless of whether or not ail containers are emptied during the month 


In circumstances where services cannot readily be measured and quantified, a flat rate service 
properties. 


charge is levied monthly on such 


8 1, 2 Pre-pas tf Electricity 


Revenue from the sale of electricity prepaid meter cards are recognised at the 
made at year-end based on the average consumption history. 


point of sale. An adjustment for an unutilised 


portion is 


8 1. 3 Finance income 


Interest earned on Investments is recognised in the Statement of Financial Pertoimance 
account the effective yield on the investment 


on the time proportionate basis that takes into 


"T* “™^ on “[ ,uU,ise ^ conc,i1ional flrante is allocated directly to the creditor unutilised conditional grants, if the grant conditions 
indicate that interest is payable to the funder. 

8 1. 4 Tariff Charges 

^® n “ e ^Plication of the approved tariff charges is recognised when the relevant service is rendered by applying the 

relevant authorised tariff. This includes the issuing of licences and permits. 

8 1. 5 Safe of Goods 

Revenue from the sale of goods is recognised when all the following conditions have been met: 

The municipality has transferred to the buyer the significant risks and rewards of owneiship of the goods. 

™ a munic ‘P a l'ty retains neither continuing managerial involvement to the degree usually associated with ownership nor effective 
control over the goods sold. 

■ The amount of revenue can be measured reliably. 

It re probable that the economic benefits or service potential associated with the transaction will flow to the municipality. 

The costs incurred or to be incurred in respect of the transaction can be measured reliably. 

8 1. 6 Rentals 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease agreement. 

8 1 Revenue from Non-exchange Transactions 

n ??~ exchan 9® transactions refers to transactions where the municipality received revenue from another municipality 
avtan* +h ^ e Q ua l value in exchange. Revenue from non-exchange transactions is generally recognised to the 

extent that the related receipt or receivable qualifies for recognition as an asset and there is no liability to repay the amount. 

r .T U I^ from a non f xchafl9e faction, that meets the definition of an asset shall be recognised as an asset when it is 
?! 1Wure economic benefits or service potential associated with the asset will How to the municipality and the fair value of 
toe^et ran be measured reliably. The asset shall be recognised as revenue, except to the extent that a liability is also recognised in 
Sa .?f. l '! fl0 *; A P? 6 ®" 4 obligation arising from a non-exchange transaction that meets the definition of a liability will be 

a liabl ^ y **' en 18 Probable that an outflow of economic benefit will be required to settle the obligation and a reliable 
estimate of the amount can be made. 
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8. REVENUE RECOGNITION (Continued) 

8 1. 1 Rotes and Taxes 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges are recognised when 
such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a time proportion basis with reference to the 
principal amount receivable and effective interest rate applicable. A composite rating system charging different rate tariffs is employed. 
Rebates are granted to certain categories of ratepayers and are deducted from revenue. 

8 1 2 Fines 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when payment is received, 
together with management's best estimate of the probable inflows from the amounts not yet collected. 

8 1. 3 Revenue from conditional grants, building and funding 

Income received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality has 
compiled with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions or 
obligations have not been met a liability is recognised. Government grants that are receivable as compensation for expenses or losses 
already incurred or for the purpose of giving immediate financial support to the municipality with no future related costs are recognised 
in the Statement of Financial Performance in the period in which they become receivable. 

8 1 - 4 Revenue from Recovery of Unauthorised, tfregular, Fruitless and Wasteful Expenditure 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, including 
those set out in the Municipal Finance Management Act (Act No.56 of 2003) and is recognised when the recovery thereof from the 
responsible councillors or officials is virtually certain. Such revenue is based on legislated procedures. 

9. PROVISIONS 

Provisions are recognised when: 

■ The municipality has a present legal or constructive obligation as a result of past events; 

■ It is probable that an outflow of resources embodying economic benefits or service potential will be required to settle the obligation; 

* A reliable estimate can be made of the obligation 

The best estimate of the expenditure required to settle the present obligation is the amount that an municipality would rationally pay to 
settle the obligation at the reporting date or to transfer it to a third party at that time and are determined by the judgement of the 
management of the municipality, supplemented by experience of similar transactions and, in some cases, reports from independent 
experts. The evidence considered includes any additional evidence provided by events after the reporting date. Uncertainties 
surrounding the amount to be recognised as a provision are dealt with by various means according to the circumstances, Where the 
provision being measured involves a large population of items, the obligation is estimated by weighting all possible outcomes by their 
associated probabilities. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where there is 
sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not taken into account in measuring a 
provision. Provisions are not recognised for future operating losses. The present obligation under an onerous contract is recognised 
and measured as a provision. An onerous contract is a contract in which the unavoidable costs of meeting the obligations under the 
contract exceed the economic benefits expected to be received under it. The unavoidable costs under a contract reflect the least net 
cost of exiting from the contract, which is the lower of the cost of fulfilling it and any compensation or penalties arising from failure to 
fijtfil it - this unavoidable cost resulting from the contract is the amount of the provision to be recognised. 


Previsions are reviewed at reporting date and the amount of a provision is the present value of the expenditure expected to be required 
to settle the obligation. When the effect of discounting is material, provisions are determined by discounting the expected future cash 
flows that reflect current market assessments of the time value of money. The impact of the periodic unwinding of the discount is 
recognised in the Statement of Financial Performance as a finance cost as it occurs. 

Environmental rehabilitation previsions 

Estimated long-term environmental provisions, comprising rehabilitation and landfill site closure, are based on the municipality’s policy, 
taking into account current technological, environmental and regulatory requirements. The provision for rehabilitation is recognised as 
and when the environmental liability arises. To the extent that the obligations relate to the asset, they are capitalised as part of the cost 
of those assets. Any subsequent changes to an obligation that did not relate to the initial related asset are charged to the Statement of 
Financial Performance. 
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10 EMPLOYEE BENEFITS 

10 1 Short-term Employee Benefits 

Remuneration to employees is recognised in the Statement of Financial Performance as the services are rendered, except for non¬ 
accumulating benefits, which are only recognised when the specific event occurs. 

The municipality treats its provision for leave pay as an accrual. 

10. 1 Short-term Employee Benefits 

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the employee renders the 
related service. The liability for leave pay is based on the total accrued leave days at year end and is shown as a creditor in the 
Statement of Financial Position. The municipality recognises the expected cost of performance bonuses only when the municipality has 
a present legal or constructive obligation to make such payment and a reliable estimate can be made. 

10 2 Poet employment benefits 

The Municipality provides post-retirement medical benefits by subsidizing the medical aid contributions of certain retired staff according 
to the rules of the medical aid funds. Council pays 60% as contribution and the remaining 40% are paid by the members. The 
entitlement to these benefits is usually conditional on the employee remaining in service up to retirement age and the completion of a 
minimum service penod. The present value of the defined benefit liability is actuarially determined in accordance with GRAP 25 - 
Employee benefits (using a discount rate applicable to high quality government bonds). The plan 1$ unfunded. 


10 2. 1 Post-retirement Health Care Benefits: 

The municipality has an obligation to provide Post-retirement Health Care Benefits to certain of its retirees. According to the rules of the 
Medical Aid Funds, with which the municipality is associated, a member (who is on the current Conditions of Service), on retirement, is 
entitled to remain a continued member of the Medical Aid Fund, in which case the municipality is liable for a certain portion of the 
medical aid membership fee. 

The defined benefit liabiiity is the aggregate of the present value of the defined benefit obligation. The plan is unfunded. The present 
value of the defined benefit obligation is calculated using the projected unit credit method, incorporating actuarial assumptions and a 
discount rate based on the government bond rate. Valuations of these obligations are carried out every year by independent qualified 
actuaries. 

Actuarial gains or losses are recognised immediately in the Statement of Financial Performance. 

Past-service costs are recognised immediately in expenditure, unless the changes to the pension plan are conditional on the 
employees remaining in service for a specified period of time (the vesting period). In this case, the past-service costs are amortised on 
a straight-line basis over the vesting period. 

10 2 2 Long-service Allowance 

The municipality has an obligation to provide Long-service Allowance Benefits to all of its employees. According to the rules of the Long- 
service Allowance Scheme, which the municipality instituted and operates, an employee (who is on the current Conditions of Service), 
is entitled to a cash allowance, calculated in terms of the rules of the scheme. The municipality's liability is based on an actuarial 
valuation. The projected unit credit method has been used to value the liabilities. Actuarial gains and losses on the tong-term incentives 
are accounted for through the statement of financial performance. 

11. LEASES 

Lease Classification 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an asset are 
transferred to the municipality. 

Leases other than finance leases are classified as operating leases. 
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11. LEASES (continued) 

11. 1 The Municipality as Lessee 

Finance leases 

Where the Municipality enters into a finance lease. Property, plant and equipment or intangible Assets subject to finance lease 
agreements are capitalised at amounts equal to the fair value of the leased asset or, if tower, the present value of the minimum lease 
payments, each determined at the inception of the lease. Corresponding liabilities are included In the Statement of Financial Position as 
Finance Lease Liabilities. The corresponding liabilities are initially recognised at the inception of the lease and are measured at lower of 
fair value of the asset or the PV of the minimum lease payments, discounted for the effect of interest. In discounting the lease 
payments, the municipality uses the interest rate that exactly discounts the lease payments and unguaranteed residual value to the fair 
value of the asset plus any direct costs incurred. Lease payments are allocated between the lease finance cost and the capital 
repayment using the implicit interest rate method. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting policies applicable to 
Property, Plant and Equipment or intangibles. The lease liability is reduced by the lease payments, which are allocated between the 
lease finance cost and the capital repayment using the effective Interest rate method. Lease finance costs are expensed in the 
Statement of Financial Performance when incurred. The accounting policies relating to derecognition of financial instruments are 
applied to lease payables. The lease asset is depreciated over the shorter of the assets useful life or the lease term. 

11. 1 The Municipality as Lessee 

Operating leases 


The municipality recognises operating lease rentals as an expense in the Statement of Financial Performance on a straight-line basis 
over the term of the relevant lease. The difference between the amounts recognised as an expense and the contractual payments are 
recognised as an operating lease asset or liability. 

In the event that lease incentives are received to enter into operating leases, such incentives are recognised as a liability. The 
aggregate benefit of incertfives is recognised as a reduction of rental expense on a straight-line basis, except where another systematic 
basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. 

11. 2 The Municipality as Lessor 

Operating lease rental income is recognised on a straight-line basis over the term of the relevant lease. 

11 . 3 Determining whether an arrangement contains a lease 

At inception of an arrangement the Municipality determines whether such an arrangement is or contains a lease. A specific asset is the 
subject of a lease if fulfilment of the arrangement is dependent on the use of that specified asset. An arrangement conveys the right to 
use the asset if the arrangement conveys to the Municipality the right to control the use of the underlying asset. At inception or upon 
reassessment of the arrangement, the Municipality separates payments and other consideration required by such an arrangement into 
those for the lease and those for other elements on the basis of their relative fair value. If the Municipality conclude for a finance 
lease that it is impracticable to separate the payments reliably, an asset and a liability are recognised at an amount equal to the fair 
value of the underlying asset. Subsequently the liability is reduced as payments are made and an imputed finance charge on the liability 
is recognised using the Municipality's incremental borrowing rate. 

12 BORROWING COSTS 

Borrowing costs are expensed as they occur. 


13 GRANTS-IN-AID 


The municipality transfers money to individuals, organisations and other sectors of government from time to time. When making these 
transfers, the municipality does not: 

Receive any goods or services directly in return, as would be expected in a purchase or sale transaction; 

• Expect to be repaid in future; or 

• Expect a financial return, as would be expected from an investment. 

These transfers are recognised in the Statement of Financial Performance as expenses in the period that the events giving rise to the 
transfer occurred. 


14 VALUE ADDED TAX 

The Municipality is registered with SARS for VAT on the payments basis, in accordance with Sec15(2)(a) of the Value-Added Tax Act 
No 89 of 1991. Revenue, expenses and assets are recognised net of the amounts of value added tax. The net amount of Value added 
rax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the Statement of Financial 
Position. 
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IS. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is overspending on the total amount appropriated in the municipality's budget or overspending on the total 
amount appriopnaied for a vote or expenditure unrelated to teh departmental of functional area or expenditure of money appropriated 
for a specific purpose or a grant by the municipality otherwise than in accordance with the conditions in terms of the Municipal Finance 
Management Act (Act No 56 of 2003). All expenditure relating to unauthorised expenditure is recognised as an expense in the 
statement of financial performance In the year that the expenditure was incurred. The expenditure is classified in accordance with the 
nature of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance, if 
the expenditure is not condoned by the Council it is treated as an asset until it is recovered or written off as irrecoverable. Irregular 
expenditure can only be treated as an asset (recievable) if a responsible party to revocer the money from is identified. 


16 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No 66 of 2003), the Municipal 
Systems Act (Act No 32 of 2000), the Pubilc Office Bearers Act (Act No 20 of 1998) or is in contravention of the Municipality’s or 
Municipal Entities' supply chain management policies. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is 
accounted for as an expense in the Statement of Financial Performance in the period it occurred and where recovered it is 
subsequently accounted for as revenue in the Statement of Financial Performance. If the expenditure is not condoned by the Council it 
is treated as an asset until it is recovered or written off as irrecoverable. 


17 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care been 
exswcised. All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, 
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. If the expenditure is not 
condoned by the Council it is treated as an asset until it is recovered or written off as irrecoverable. 

16. CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS 

Changes in accounting policies that are effected by management have been applied retrospectively in accordance with GRAP 3 
requirements, except to the extent that it is impracticable to determine the period-specific effects or the cumulative effect of the change 
in policy* In such cases the municipality shall restate the opening balances of assets, liabilities and net assets for the earliest period for 
which retrospective restatement is practicable. Refer to the notes to the Annual Financial Statements for details of changes in 
accounting policies where applicable. 

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. Details of changes in estimates 
are disclosed in the notes to the annual financial statements where applicable. 

Correction of errors is applied retrospectively in the period in which the error has occurred in accordance with GRAP 3 requirements, 
except to the extent that it is impracticable to determine the period-specific effects or the cumulative effect of the error. In such cases 
the municipality shall restate the opening balances of assets, liabilities and net assets for the earliest period for which retrospective 
restatement is practicable. Refer to the notes to the Annual Financial Statements for details of corrections of errors recorded during the 
period under review where applicable. 

19 RELATED PARTIES 

Indwiduate as well as their dose family members, and/or entities are related parties if one party has the ability, directly or Indirectly, to 
control or jointly control the other party or exercise significant influence over the other party in making financial and/or operating 
decisions. Related parties indude key management personnel such as the Munidpal Manager, Chief Finandal Officer and all other 
managers reporting directly to the Munidpal Manager or as designated by the Munidpal Manager and dose family members of key 
management personnel. 

20. EVENTS AFTER THE REPORTING DATE 

Events after the reporting date that are dassified as adjusting events have been accounted for in the Annual Financial Statements. The 
events after the reporting date that are dassified as non-adjusting events after the reporting date have been disclosed in the notes to 
the Annual Finandal Statements. 


21 FOREIGN CURRENCIES 

Transactions in foreign currencies are initially recorded at the prevailing exchange rate on the dates of the transactions. Monetary 
assets and liabilities denominated in such foreign currencies are retranslated at the rates prevailing at the reporting date. Exchange 
differences are tnduded in the Statement of Finandal Performance. 
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22. COMPARATIVE INFORMATION 

22. 1 Currant year comparatives: 

Budgeted amounts have, in accordance with GRAP 24, been provided to these financial statements and forms part of the Annual 
Financial Statements. 

22. 2 Prior year comparatives 

When the presentation or classification of items in the Annual Financial Statements Is amended, prior period comparative amounts are 
reclassified, unless a standard of GRAP does not require the restatements of comparative information. The nature and reasons for the 
reclassification are disclosed. Where material accounting errors have been identified in the current year, the correction is made 
retrospectively as for as is practicable, and the prior year comparatives are restated accordingly. Where there has been a change in 
accounting policy in the current year, the adjustment is made retrospectively as far as is practicable, and the prior year comparatives 
are restated accordingly. 

22 COMPARATIVE INFORMATION 

22. 3 Budget Information 

The annual budget figures for the period 1 July 2016 to 30 June 2017 have been prepared and presented in accordance with the 
GRAP standard under the accrual basis of accounting for budgets approved by Council by nature classification, and are consistent with 
the accounting policies adopted by the Council for the preparation of these financial statements. Explanatory comment is provided in 
the notes to the annual financial statements giving firstly reasons for overall growth or decline in the budget and secondly motivations 
for over- or under spending on line items. The annual budget figures included in the financial statements are for the Municipality and do 
not include budget information relating to subsidiaries or associates. These figures are those approved by the Council at the beginning 
and during the year following a period of consultation with the public as part of the Integrated development plan. 


23 CONTINGENT ASSETS AND CONTINGENT LIABILITIES 

Contingent liabilities represent a possible obligation that arises from past events and whose existence will be confirmed only by an 
occurrence or non-occunrence of one or more uncertain future events not wholly within the control of the municipality. A contingent 
liability can also arise as a result of a present obligation that arises from past events but which is not recognised as a liability either 
because it is not probable that an outflow of resources embodying economic benefits will be required to settle the obligation or the 
amount of the obligation cannot be measured with sufficient reliability. 

Contingent assets represent possible assets that arise from past events and whose existence will be confirmed only by an occurrence 
or non-occurrence of one or more uncertain future events not wholly within the control of the municipality. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the annual financial 
statements. 

24. TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES 

The costs of internal support services are transferred to the various services and departments to whom resources are made available. 


25 CAPITAL COMMITMENTS 

Items are classified as commitments where the Municipality commits itself to future transactions that will normally result in the outflow of 
resources. 


Capitol commitments are not recognised in the statement of financial position as a liability but are included in the disclosure notes in the 

following cases: 

■ Approved and contracted commitments, where the expenditure has been approved and the contract has been awarded at the 
reporting date, where disclosure is required by a specific standard of GRAP. 

■ Approved but not yet contracted commitments, where the expenditure has been approved and the contract has yet to be awarded 
or is awaiting finalisation at the reporting date. 

■ Items are classified as commitments where the municipality commits itself to future transactions that will normally result in the 
outflow of resources. 

■ Contracts that are entered into before the reporting date, but goods and services have not yet been received are disclosed in the 
disclosure notes to the financial statements. 

■ Other commitments for contracts are non-cancellable or only cancellable at significant cost contracts should relate to something 
other than the business of the municipality. 
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2017 

R 


2016 

R 


1. GENERAL INFORMATION 

Kou-Kamma Municipality (the municipality) fs a local government institution in the Eastern Cape, and is one of nine local municipalities under the jurisdiction of the Sarah 
Baartman District Municipality. The addresses of its registered office and principal place of business are disclosed under "General Information" included in the Annual 
Financial Statements and in the Introduction of the Annual Report. The principal activities of the municipality are disclosed in the Annual Report and are prescribed by the 
Municipal Finance Management Act (MFMA). 

2. INVENTORIES 

Consumable Store 32 492 337 853 

Water- at cost 42 073 54 572 

Total Inventories 124664 362424 


All inventory at year end is carried at cost. 

3. RECEIVABLES FROM EXCHANGE TRANSACTIONS 


Service Debtors: 

84 011 130 

62 718875 

Electricity 

569800 


373 186 

Refuse 

13 831 088 


10 636403 

Sewerage 

29 958 284 


22 776 099 

Water 

36 933 569 


26 562 411 

Other Receivables 

718389 

370 775 

Housing 

675 509 


332 260 

Loan instalments 

42 880 


38 515 

Less: Provision for Impairment 

(73 208295) 

(51679141) 

ElectricNy 

(385 985) 


(294 648) 

Water 

(28 574310) 


(20 584453) 

Sewerage 

(22 263 809) 


(16539634) 

Refuse 

(10 068197) 


(6 102 155} 

Housing rental 

(23400) 


(19 789) 

Loan instalments 

(28 411) 


(31 521) 

Interest 

(11864183) 


(6 106 941) 

Total Receivables from Exchange Transactions 

10 802836 

11039 734 


The management of the munlcjpalRy is of the opinion that the carrying value of Receivables approximate their for values. 


The felr value of debtors was determined after considering the standard terms and conditions of agreements entered into between the municipality and debtors as well as 
the currant payment ratio’s of the municipality's debtors. 


3.1 Ageing of Receivables from Exchange Transactions 

Electricity 
Current (0 -30 days) 

31-60 days 
61 - 90 days 
91 -120 days 
+120 days 
Interest 

Allowance for debt impairment 

Water 

Current (0 -30 days) 

31 -60 days 
61 -90 days 
91 -120 days 
+120 days 
Interest 

Allowance for debt Impairment 

Sewerage 

Currant (0-30 days) 

31 -60 days 
61 -90 days 
91 -120 days 
+120 days 
Interest 

Allowance for debt rn pa tenant 


Refuse 

Current (0 -30 days) 

31 -60 days 
61 - 90 days 
91 -120 days 
+120 days 
Interest 

Allowance for debt impairment 

3.1 Ageing of Receivables from Exchange Transactions (continued) 


52154 

11 261 

10 056 

9192 

35 009 

9473 

5 935 

4020 

380051 

290628 

86 596 

48 024 

(385 985} 

(294 648) 

183 616 

77 961 

1 166995 

442 773 

1440420 

763 394 

620 675 

903 569 

703 283 

675 687 

29 109435 

21 901 006 

5892760 

3 322 909 

(28 574310) 

10 359 259 

(20 584 453) 

7 644 664 

493 504 

355 342 

909679 

441 841 

451 820 

434 237 

446 696 

419 226 

22 237 570 

17 861 888 

5 416815 

3123 784 

(22 263 809) 

7 694476 

(16 539 634) 

6116 685 

230 347 

136 496 

442 572 

215 510 

215 573 

211 879 

216 555 

207 463 

10 575 978 

8 452 276 

2 380411 

1 335 021 

(10 068197) 

3 762 891 

(6 102 155) 

2 456 491 


Housing rental 
Current (0 -30 days) 


38 


16156 


(1 428) 




KOU-KAMMA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 



2017 

2016 


R 

R 

31-60 days 

160 187 

13 292 

61-90 days 

14 086 

13 292 

91 -120 days 

14 066 

13 292 

+120 days 

403176 

255 254 

Interest 

66817 

24 572 

Allowance for debt impairment 

(23 400) 

(19 769) 

Loan instabnents (and sundry) 

652 109 

298484 

Current (0-30 days) 

2 968 

-23 

31 - 60 days 

2311 

932 

61-90 days 

932 

932 

91 -120 days 

932 

932 

+120 days 

35 408 

31 528 

Interest 

328 

285 

Allowance for debt impairment 

(28 411) 

(31 521) 

Interest: Exchange Transactions 

14489 

3 086 

interest 

13 842 727 

7 854 595 

Allowance for debt impairment 

(11864 183) 

(6 106 941) 

3.2 Reconciliation of the Provision for Impairment 

1976 544 

1747 665 

Balance at beginning of year 

(51 679141) 

(34 654989) 

(Allowance raised) / reversal of allowance 

(14239032) 

(17 526566) 

Amounts written off as uncoUedable 

243 319 

502 413 

Balance at end of year 

(66 674 864) 

(51 679 141) 


An amount of R94 738.320 written off as uncolectabfe relates to the 50/50 payment Incentive implemented by council. 
R73178.88 relate to current year debt. 


Receivables from exchange transactions past due but not impaired 

In determtotog the recoverabilty of debtors, the munidpaHiy has placed strong emphasis on veriiytog the incSgent status of consumers. Provision for impairment of debtors 
has been made for all consumer balances outstanding based on the payment ratio over 12 months per service type. No further credit provision is required to excess of the 
Provision for Impairment 

Receivables from exchange transactions which are less than 3 months past due are not considered to be impaired. Individually significant debtors have been considered 
for impairment in terms of GRAP104, however none were Impaired. At 30 June 2017 R6 275 646 (2016: R3 981 965) were past due but not impaired. 


The ageing of amounts past due but not impaired fs as follows: 


1 month past due 

2 months past due 

3 months past due 

No debtors were pledged as security. 

13 Ageing of Impaired Receivables from 
As at 30 June 2017 


All Receivables: 

Gross Balances 

Less: Provision for Impairment 

Net Balances 


As at 30 June 2016 

All Receivables: 

Gross Balances 

Less: Provision for impairment 

Net Balances 


1 972 125 944421 

2 965425 1 464162 

1 338 096 _ 1 573 383 

6 275 846 3 981965 


Exchange Transactions 


Current 


Pest Due 

Total 

0-30 days 


31-60 Days I 

I 61-90Days I 

+ 90 Days 







2662 151 


3623 966 

1 983 858 

75 741 155 | 

84 011 130 

- 


- 

- 

(73 208 295)1 

(73 208 295) 

2662 151 


3623966 

1 983858 

2 632 861 1 

10 802 835 






Current 


Pest Due 

Total 

0-30 days 


31 -60 Days | 

| 61-90 Days | 

l + 90 Days I 







944 421 


1464 162 

1 573383 

58 424319 

62 406284 

- 


- 

- 

(51 679 141) 

(51679141) 






944 421 ] 

1484162 1 

1573 383 1 

f 6 745177 1 

10 727143 1 


In determining the recoverabilty of a Receivable, the municipality considers any change in the credit quality of the Receivable from the date credit was Initially granted up to 
the reporting date. Furthermore, the municipality has also placed a strong emphasis on verifying the indigent status of consumers. The concentration of credit risk is 
limited due to the customer base be tog spread over a large number of consumers and is not concentrated in any particular sector or geographical area. Accordingly, 
management be levs that there Is no further credit provision required to excess of the Provision for Impairment 


No provision has been made in respect of government debt as these amounts are considered to be folly recoverable. 
4. RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


As at 30 June 2017 

Assessment Rates Debtors 

Other receivables from non exchange transactions 

Total Receivables from Non-exchange Transactions 


Gross 

Balances 

R 

29 381 060 
5 960 033 


Provision for 
Impairment 
fi 

(11 321 620) 
(3 972 200) 


Net 

Balances 

a 

18 059439 
1 967 833 
20 047 272 


Net 


36 341092 f16 293 8201 

Gross Provision for 
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As at 30 Juno 2016 

Assessment Rates Debtors 

Other receivables from non exchange transactions 

Total Receivables from Non-exchange Transactions 

The municipally does not hold deposits or other security for its Receivables. 

None of the Receivables have been pledged as security for the munk^aHtys financial llablities. 


2017 2016 

R R 

Balances Impairment Balances 

R R R 

24 576 985 (13 226 763) 11 349 223 

739709 739709 

26 315 695 (13 228 7631 12 086 932 


The management of the municipality is of the opinion that the carrying value of Receivables approximate their fair values. 

Interest: Non-Exchange Transactions 
Interest 

Allowance tor debt impakment 


5 081 832 3 988 544 

(3 103 485) (2 053 215) 

1 978 347_1 935 329 


The fair value ofReceivaWes was determined after considering the standard terms and conditions of agreements entered into between the municipality and National / 
Provincial Departments as well as Other Debtors. The currant payment ratio's of Other Debtors were also taken kite account for fair value determination. 


4.1 Ageing of Receivables from Non-exchange Transactions 
As at 30 June 2017 


Assessment Rates: 

Gross Balances 

Less: Provision for Impairment 

Net Balances 

Other receivables from non exchange transactions: 

Gross Balances 

Less: Provision for Impairment 

Net Balances 


As at 30 June 2016 


Assessment Rates: 

Gross Balances 

Less: Provision for impairment 

Net Balances 


Other receivables from non exchange transactions: 

Gross Balances 

Less: Provision for Impairment 

Net Balances 


Other receivables from non exchange transactions: 
Current (0 -30 days) 

31 -60 days 


Rates 

Current (0 *30 days) 

31 -60 days 
61 -90 days 
91 -120 days 
+120 days 
Interest 

ABowance for debt impairment 


4.2 Reconciliation of Prevision for Impairment 

Balance at beginning of year 
Impairment Losses recognised 
Impairment Losses reversed 
Balance at end of year 


An amount of R 795 544.12 written off as uncollectable relates to the 50/50 payment incentive implemented by council. 

R102611.30 relate to current year debt. 

The Prmriston for Impairment on debtors exists predominantly due to the possfcHy that these debts wi not be recovered. Loans and receivables were assessed 
individually and grouped together as financial assets with simitar credt risk characteristics and collectively assessed for knpahment 

The Provision for Impairment was calculated after grouping al the friandal assets of skniar nature and risk ratings and assessing the recoverabMy. 

No Provision for Impairment has been made in respect of government debt as these amounts are considered tobefuBy recoverable. 

Furthermore, no Provision for Impairment was calculated on Receivables from Non-Exchange Transactions other than Assessment Rates Debtors as the management is 
of the opinion that all other Receivables are recoverable within normal credit terms. 

Receivables from non-exchange transactions which are less than 3 months past due are not considered to be impaired. Individually significant debtors have been 
considered for impairment, in terms of GRAP 104 t however none were impaired. At 30 June 2017, -R2 504 770 (2016: R470 220) were past due but not impaked. 


Currant 
0-30 days 


(1 631 336)1 


(1 631 338)1 
5 960 033 j 


5 9600331 

Currant _ 

0-30 days 

(483116) 
~ (483116? 


2 867 326 


2867 326 


5960 033 739 709 


6 960033 

739 709 

(1 862 193) 

(483118) 

(1 060979) 

506 622 

328402 


317 774 

403560 

26 576222 

21 689660 

5 081 832 

3 988544 

(11 321 620) 

(13 226 763) 

18 069 439 

12 876 506 


13 226 763 

11 197 562 

(795 544) 

2 183 057 

(4213 084) 

(153 856) 

8 218136 

13 226 763 


Past Due 

Total 

I 31 -60 Days || 61 -90 Days I 

+ 90 Days 



-833 736 

552 863 

31 293272 

29 381 060 



(11 321 620) 

(11 321 620) 

(833 738) 

552863 

19 971 662 

18 059439 


- 

- 

- 

5960 033 

- 

- 

(3 972 200) 

(3 972 200) 

- 

- 

3972 200 

1987 833 



Past Due 

Total 

31-60 Days || 61 -90 Days || +90 Days 




506622 

446 715 

26 081 764 | 

26551964 



(13 226763) 

(13 226 763) 

506622 

446716 

12 855 001 1 

13 325 221 



- 

- 

2 867 326 

- 

- 

. 

2 867 326 


1 month past due 

2 months past due 

3 months past due 


(633 738) 506 622 

552 863 _ 446715 

(1912 212) 470 220 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 

2017 2016 

R R 

5. VAT 

Vtt Receivable / Payable 3812022 1779 295 

VAT is payable on the cash basis. VAT is paid over to SARS only once payment is received from debtors. 

6. CASH AND CASH EQUIVALENTS 


Current investment deposits 

1007 

4309 

Bank Accounts 

712 066 

996793 

Total bank balances 

713 075 

1 001102 

Cash on hand 

620 

620 

Total Bank, Cash and Cash Equivalents 

713 695 

1001722 


The Municipality has the following bank and investment deposit accounts: 

Restrictions relate to unspent conditional grants, only if the condition of the grant is met can transfers from cash be done. Refer to note 20. 
Account number / description 


Bank accounts 

ABSA Bank Ltd - Current Account (Primary account) - 405 280 5684 
ABSA Bank Ltd - Call Account - 90 7906 4583 
ABSA Bank Ltd - Savings Account - 91 0220 9606 
ABSA Bank Ltd - Savings Account - 91 9914 8641 
Total 

6,1 Cash on hand 

Cash Floats and Advances 
Total Cash on hand In Cash Floats 

The munldpaBty did not pledge any of its Cash and Cash Equivalents as colateral for its financial fiabifities. 

7. OPERATING LEASE ASSET 

Operating leases are recognised on the straight Ine basis as per requirement of GRAP13. in respect of non-canceQable leases 
the following asset has been recognised: 

Balance at the beginning of the year 
Movement in operating lease asset 

Balance at the end of the year 


143 289 75 038 

(70 699) _ 68 251 

72590_143289 



Bank statement balances Cash book balances 

30-Jun-17 30-Jun~16 30-Jun*17 30-Jun-16 


593 380 

823093 

671440 

851 518 

23 868 

41 106 

29 425 

66 419 

11 204 

58 856 

11 204 

58 856 

1007 

4 309 

1 007 

4 309 

629 466 

927 364 

713075 

1 001102 
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KOU-KAMMA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 90 JUNE 3017 


11. CONSUMER DEPOSITS 
Electricity and Water 
Total Consumer Deposits 

12. PROVISIONS 

Balance at beginning of Year 
Provision for bonus** 

Performance bonus provision utilised 
Total Provision* 

PwWone raised include provision tar workmen* compensation, performance bonuses and annual bonuses 

Included In the provision Is and amount of R1208 838 relating to worionerte compensation. This has bean estimated based on a return of earning calculation baaed 
on current financial information 

Provision for bonuses includes bath performance bonuses of #57 employee# and 13th cheque of all other employees. Provision for performance bonuses was made 
for the 20l<yi 7 financial year Performance bonuses for the 2015/16 financial year has not been paid as £ the end of the 2016/17 financial year. 


13w PAYABLES 

13.1 PAYABLES FROM EXCHANGE TRANSACTIONS 
Trade payables 
Other payables 
Accrued Expense# 

Total Payable* 

The average credit period on purchase* 1* 30 daye tram the receipt of ths Invoice, as determined by the MFMA. No Interest is changed for the first 30 days from the 
date of receipt of the invoice. Thereafter interest Is charged in accordance with the credit policies of the various individual creditors that the municipality deals with 
The municipality ha* financial risk policies in place to ensure that all payables are paid within the ersdt timeframe. 

The management of the municipality I* of the opinion that the carrying value of Creditors approximate their fair values. 

The fair value of Creditors was determined after conajdering the standard terms and conditions of agreements entered Into between the municipality and other 
parties. 


13-2 PAYABLES FROM NON EXCHANGE TRANSACTIONS 


Shortterm loan 

835 502 

1900 000 


836502 

1000 ODD 

14 UNSPENT CONDITIONAL GRANTS AND RECQPTS 

DSRAC Library 

427507 

382 475 

Housing rectification 

636347 

1590 790 

National - Department of Water Affaire Grant 

364798 

288 704 

Other Spheres of Government 

434619 

442619 

DoE-INEP 

- 

176772 

Total Unspent Conditional Grant* 

Grants spent dixlng the financial year fe in accordance with the conditions thereof. 

14 EMPLOYEE BENEFIT LIABILITIES 

1 863 270 

2881360 

Non current liability 

Port-retirement Health Care Benefit* liability 

2079 880 

1212799 

Provision for Long Service Awards 

1522 227 

1410 025 


3 802 107 

2622 034 

Current portion of long term liability 

Post-retirement Health Care Benefits Liability 

184 592 

125508 

Provision for Long Service Award# 

143 9B1 

136851 


328673 

281350 


13L1 Post-retirement Health Cal* Bertoflts LJabiRty 

1338 307 1 691311 

942 BB7 -338697 

108 786 101 349 

(125508) (115 656) 

2284472 1338307 


Transfer to Curent Provisions 


Non^urent portion of post-retirement Health Owe Bensflta LfrtXItty 

The aBsunpOons used are baaed on stattattes and market data as at 30 June 2017. The following assumptions, in line with GRAP 25. have been used Asaumfrilons 
used at the reporting date: 


Discount rates used 

8.78% 

8.52% 

General Inflation 

5.58% 

6.21% 

Medical Inflation 

7.08% 

7.71% 

Real rrt* (GAP) 

1.59% 

0.75% 


(184 592) (125 508) 

2079 MO 12I275T 


Balance at beginning of Year 
Nat actuarial {loesesyprafte 
Increase due to Discounting 
Benefits paid 


20564565 21 109400 

2739496 3301 565 

137B4163 _ 9 726 338 

37088 327_34137 302 


2017 

2016 

R 

R 

104588 

104700 

104588 

104700 

1880 900 

1318 855 

709932 

1207 563 

. 

(643 519) 

2500631 

1880000 


GRAP 25 define* the determination of the Investment return assumption to be used as the rate Ihdt can be determined by reference to market yields on government 
bonds. The currency and term of the government bonds should be consistent with the currency and estimated term of the obligation. Consequently, a discount 
rate of 3.78* per annum haa been used. The correspondng Index-linked yield at this term Is 256%. These rate# do not reflect any adjustment for taxation. These 
rates were deduced from the yield curve obtained from the Bond Exchange of South Africa after the market does on 30 June 2017. 


tfratth-gye coat inflation awwttrtlpp 

This assumption is required to reflect the estimated future change* In the cost of mecfcal services, resulting from both inflation and specific changes in medical 
costs (for example, due to technological advances or changes In utillertlon patterns}. Any assumption regarding future medical scheme contribution Increase# is 
therefore subjective. A health care coat inflation rate of 7.081b has been assumed. This Is 1.50% In excess of expected CPt inflation over the expected term erf the 
liability, namely 5.58%. A larger differential would be unsustainable, eventually forcing members to less expensive options. This Implies a net discount rate of 
1.59%. 


At this duration the discount rate determined by using the Bond Exchange Zero Coupon Yield Cuve as at 30 June 2017 is 8.78% per annum, and the yield on the 
InftatiorMInked bonds of a simitar term was about 2.50% per annum, implying an underlying expectation of irritation of 5.58% per annum (I1+8,78%-0.5 %}! 
I1*2.58%>1) 1 
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2017 

R 


It te the revive levels of the dtocourrt rate and healthcare Inflation to one another that are important, rteherlhrai the nominal values. A net discctnt factor of 1.59% 
par annum ( [1+3 76%] / [1+5.58%]-1 )l 


The poat-rrtJrement mortafity aaaanfrfons are based on the PA(9Q> mortality tattee rated down by 1 year. Thto assumption to in line with the previous assumptions 


It ha* bean assumed th£ husbands will be 4 yearn alder than thdr wives. For current retiree members, actual marital statue waa used wd the potential for 
remarriage was Ignored. 


The results of the valuator are dependent on the underlying assumptions made. The assumptions represent our best estimate of future events. The acted cost of 
the subsidy w«l however be dependent on the actual experience, The table* below Illustrate the Htely Impact certain changes to the urvfertyftg mumptions would 
have on the results. 





0.5% decrease in 

0-5% Increase In 

Rinhtfmum 


Current ABwmWqnQ.4e% 

oaofD.04%1 

oao fD.66%1 

□ability 


2264472 

2151246 

2377696 

Cost / (Saving) 



113 224 

(113224) 

Mortafitv 


Current Aawnrtlon PflPPH 

PAIBM 

FAI9012 

Liability 


2264472 

2159 627 

2 369 317 

Cost/(Saving) 



104 845 

(104 645) 

Th* amounts recognised In the Statement of Ffowidaf Position era as toUowe: 





Balance atthe beginning of the year 



1338 307 

1691 311 

Net actuarial (tomesyprofita 



942 887 

(338697) 

Interest coat 



1OB706 

101349 

Benefits paid 



(125 SOB) 

(115 658) 

Total Recognised Benefit LlabMtty 



2264 472 

1336 307 

Th* amounts recognised to the Statement of Financial P*rfarara»ceare ssfoflpw: 





interest coat 



10S7B6 

101349 

Actuarial looses/(gains) 



942887 

(338 897) 

Ttrial Post-retirement Benefit Included In Employee Refated Costs (Note 23] 



1 081 673 

-337346 

2017 

2016 

2015 

2014 


R 

R 

R 

R 


Obligtelon 2264472 

1 338 307 

1681311 

903 912 


EHfcR 2284472 

1338 307 

1 681 311 

903612 



In accordance u«h the transitional provisions far the amendments to GRAP 25 Employee Benefits in December 2004, the disclosures above we determined 
prospectively from the 2009 reporting period 


1« Post^ramem Long Service Awards UbflRy 


Balance at beginning of Year 

1 545 676 

1387050 

Actuarial Gain 

-90 513 

3212 

Inoreaee due to Discount! 

123280 

103386 

Benefit* paid 

(135 851) 

(196010) 

Ciment service cost 

223 415 

208 238 

Balance at end of Year 

1666 206 

1546876 

Transfer to Current Prey hi one 

(143981) 

(135851) 

Tote! Post-retirement Long Service Awards liability 

1 522 227 

1410 025 

The assumptions used are baaed on statistic* and market data as at 30 June 2016. The following valuation assumptions are consistent with the requirements of 

GRAP 25. 



Discount rate 

624% 

8.33% 

General inflation 

5.05% 

601% 

Salary inflation 

6.05% 

7.01% 

Real rate (Gap) 

207% 

1.24% 


Discorsit rate Assumption 

The discount rate required by GRAP 25 should be set wtth reference to a high quality corporate bond. However, where the market in these bonds Is not sJ^ttTcant, 
the market yields on govemmsrt bomb constant with the estimated term of the HabHties should be used A discount rate of 8.24% per annum has been used 
Thto Is derived tv using the Bond Exchange Zero Coipon Yield Curve. The corresponding liability weighted todex-Urtoad yield 1*258% These rates do not reflect 
any adjustment for Indian. These rates were deduced from the yield curve obtained from the Bond Exchange of South Africa after the market dose or 30 June 


Fuh» Inflati on Aswan prion 

TMa assumption to reeled to reflect the estimated growth to salaries of the eligible employees until retirement ft Is Important In that the LSA are based on an 
employees salary rt the date of award General salary Infltoton in most industries, experience has shown, that aver the long-term, salary Inflation is between 1.0% 
and 1.5% above CPI inflation Thus a general salary Inflation of 6.01% per annum over the expected term of the liability has been assumed, which is 100% higher 
than the estimate of CPI inflation over the same term. The assumption reflects a net discount rate of ZQ7%, It ha* been assumsd that the next salary increase will 
take place on 1 July 2017. 


It Is the retettva levels of the discount rtfe end salary inflation to one another that are Important, rather than the nominal values We have thus assumed a net 
discount factor of 207% per annum ([ 1+fl,24%J / [1+6.0S%)-1)- 


The route of the valuation are depender* on the underlying assumptions made. The assumptions represent <*r beet estimate of future experience. The actual coet 
d the subsidy will however be dependent on the actual experience. 



KOll-KAMMA MUNICIPAUTY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


2017 

R 


IS. EMPLOYEE BENEFIT LIABILITIES (Continued) 
Dtaoout rate 


Pirrrrt ten 1 ™!*!™ 

a?4% 


Lability 1668208 

Coat /(Saving} 



Coet / (Saving) 


1 668206 


Balance at the beginning of the year 

Curent service coats 

httaraetcoet 

Benefits paid 

Actuarial (loeees) l gains 

Total Recognised Benefit Liability 


The amounts recognised In the Statement of Fimvidal Performance areas foHow*: 
Current service coat 
Interest cost 

Actuarial (losses) l gains 

Total Long service award Included In Employ* Related Costa (Note 23) 

The history of experienced adjustments is tm, follows: 


2017 aise 2015 

R R R 

QUiaafeti _ 1666208 _ 1545 are _ 1 367 050 

O* 1 ** 1666206 _1546676 _1367050 


In accordance wflh the transitional precisions tor the amendments to GRAP 25.13C (mHS} 6 (n). Employee Beneflb in December 2004. the disclosures above are 
determined proepectlvdy from the 2009 reporting period 


The municipality operates an urdundod defined benefit plan feral it's employees. Under the plan a tong-service award is payable alter 5 yearn of continuous service 
and every 5 years thereafter to employee* The provision Is an estimate of the long service based on historical staff turnover No other lor^eervloe benefits are 
payable to employees. 


Actuarial vacations are performed annually. The moat recent valuations of the present value of the defined benefit oMgalton was carried out at 30 June 2017 by DT 
Murerivre 6 TG Mhonde for One Panagea Ftoandta consJting. a member of the Actuwfal Society of South Africa 


The defined benefit obligation and the related current service cost and past service cost, were measured using the Projected Unit Credit Method 


Id NON-CURRENT PROVISIONS 


Reconciliation of non-curant provisions 


Opening Balance 

Increase In provision due to dsoountlng 
Total Non-Current Provision 


Decrease of 

O.fitt: 7-3846 

Increase of 

0.5%: 839% 

1582668 

83 310 

1 740 518 
(63 310) 

Retire at 

Retire at 


avereoeaoe^ 

1 546 573 

116635 

1762843 

(116635) 


1545 676 

1387 050 

223416 

208238 

123280 

103 386 

(135851) 

(155 010) 

(905131 

3 212 

1665 208 

1545 076 


223416 

208 238 

123280 

103 386 

(90513) 

3 212 

256163 

314850 


2014 

R 

1152 25* 


1 274 000 1 219 040 

61 531 _ S4 96Q 

1536 652_1274000 


Assunptions for landfill site provision 

The most critical assumptions for estimating the Ota expectancy and rehabilitation costs of a landfill are: 

- Available permitted airspace (typically expressed In critic metres (m3). The dies wffl Utlmately be used torn one dde of the tones to the other along the rites' 
perimeter. However, the final land use has not been determined for all these rites which would Indicate the height that is usefii for the rites hence the report 
assumes that for Ihe sake cf calculations the height of the ritee will be between 3 and 5 meters from the lowed level reached by the waste. 


- Airspace utfJfzriJon factor commonly referred to as the In-placa waste density (typically expressed as tons of waste placed per cubic meter of airspace consumed 
(tons/m3). The average density of the waste is betvreen 0, 75 T/ht3 to 1. 20 T/m3, depenoNng on waste type and compaction efficiency, as prescribed by DWAF 
Minimum Requirements for Waste Disposal by Landfill (Second Edition, 1068). In ttts report it has been assumed that it Is 0.7517m. 


- Warte acceptance rate (typically expressed In tons per year (tpy). Dally deposition of waste m about 10 Tons/per day (estimates given by munidpri staff and there 
vrere no proper records kept). 


■ The sites listed below, have beer in existence for the reporting period: 



Clarkson 

-the methodology presen bed by DWAF assumes that kandNIIng la done indeed of waste dumping. 
IT ACCUMULATED SURPLUSES 

The Accumulated Surplus consMs of the following internal Funds and Reserves: 

Accumulated Stiplimf (Deficit) due to the remits of Operations 


305117862 
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KOU-KAHMA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED » JUNE 2017 

2017 2010 

R R 

10 PROPERTY RATES 


Rate* 


Reader** 

3 540 166 

4271294 

Commercial 

4 006196 

4903600 

Agricultural 

3 664 366 

3075 778 

Medical 

B 978 

9149 

Government 

4 732 051 

3700663 

Schools 

102357 

76150 


16296133 

16036639 

VMuntfon* 

Residential 

1 176 882 230 

1055056750 

Commercial 

243692000 

296668915 

State 

419777000 

242931390 

Agriculture 

2019 606199 

2066126600 

Exempted properties 

164 655 000 

102 060 650 


4 042 012 428 3786 040705 


Valuation® on land and buildings are performed every 4 yea re. The last general valuation came into effect on 1 July 2016. Interim valuations are processed on an 
annual bate to take Into accoutednngee In Indvklu* property values due to altertelone and subdvtalon*. A 6.0 per cent increase in tariffs has been applied. 


A general rate of 0,75764 c » applied to property valuations to determine aaaasament rate* Rebate® of 20% are granted to state property cwiera. 


Ratee are levied on an annual bade, with the option of paying the rate* on a monthly basis 


10 INCOME FROM AGENCY SERVICES 
The fallowing income ie generated: 


Driver License Feee 

1 183 164 

942 22B 

Motor Vehicle license* 

892 648 

790566 

Roadworthy certificates 

108 216 

93404 

Fire Services 

3599 000 

1 015 000 


5783 04ft 

2641 199 

29 GOVERNMENT GRANTS AND SUBSIDES RECEIVED 

Nation* Equitable Share 

38957 915 

37 662 000 

Financial Management Grant (FMG) 

1825000 

1800 000 

EPWP 

1000 ooo 

1000 000 

Sarah Baarlman District MirictpaMy: Environment* Health Subsidy 

962926 

1 151423 

PMU- Expenditure Accounted for 

734700 

750950 

DSRAC 

666 968 

949006 

Miatidp* Systems improvement Grant (MSIG) 


930000 

MiG Grate 

11456 629 

13646596 

Local Government Cacadu District Municipality 

8000 

130523 

Provincial: Department of Housing Grant 

2045234 

435600 

Provlnd*: LED 


132911 

National: CWAF 

4349 434 

5781435 

Department of Energy (1NEP) 

142 675 

1623226 

Provtoa* Public worts 

2136 829 

_ 

Total Government Grant* and SubeMtes 

64490 510 

66 392 732 


Nation*: Equitable Share 

In terms of the Conetftution, this graft is used to tubeiieeths provision of basic service* to indigent community members. All roistered Iryflgen!* receive a monthly 
subeldy beaed on morttey bilirng. towards the consumer accart, which is determined annually by council. All residential households receive 6kJ water and some 
poor areas 50kWh electricity -Tree every month 


Financial Management Grant (FMG) 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to Revenue 
Bateioe at the end of the year 

The Finanti* Management Grant Is paid by National Treasury to municipalities to help implement the financial management reforms required by the Municipal 
Finance Management Act (MFWA), 2003. 


1 025 000 1 BOO 000 

( 1 S2S , oqq ) ... {1 R PftQGfia. 


Load Government Cscacfc District Municipality 
Balance unspent at banning at ye*f 
Current year receipt* 

Transferred to Revenue 
Other AdjustmentaFRefunds 
Balanc* at the end of Urn year 

Grant pupcee: To provide funding to support the strategic dinning and IDP functions wftNh the municipality. 

Muntdp* System Improvement Grant (MSIG) 

Balance unspent at beginnfag of year 
Cwrert year receipts 
Conditions met - transferred to Revenue 
Balance at the and ofth* year 

The Municipal Systems Improvement Grant la allocated to municipalities to assist In bulldtog In-house ca 
stabilise municipal systems. No aJIoctelon wbb received for the 2016/17 financial year 


442619 

(249170) 

- 

622312 

(8000) 

(130 523) 

434619 

442619 


930 000 

- 

(930000) 

" 

0 


to perform their functions and to improve and 


Provincial: LED 

Balance unspent at beginning of year 
Current year receipts 
Transferrad to Revenue 
Bdanca at the end of the year 

Grate purpose: To provide luring tor the employment of a LED assistant to assist with LED proyammee within the munfdpaiity. 

PMU-Eaparafllu* Accounted for 
Balance irapent at beginning of year 
Current year receipts recognised 
Transferred to Revenue 
Batsnoe at the and of lira year 

20 GOVERNMENT GRANTS AND SUBSIDIES RECEIVED (continued) 

Sarah aa orlman District Municipality: Environment* Health Subsidy 


Ml 132023 

683 _ (132 911) 

-0 -BBS 


734700 750950 

(734 700) (750 9501 



KOU-KAMMA MUNICIPALITY 
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2017 

R 


Balance tiwpent at beginning of year 
Current year receipts 
Transferred to Revenue 

Balance at the end of the year 

PLrpoae of the *J*kJy: To provide environmental scrvicee on behalf of Sarah Baartman District MurtdpeUty. 

National - Department of Water Athdrs Grant 
Balance urnpert at beginning of year 
Ctxrertyear recetfte 
Transferred to Revenue 
Balance at the end or the year 

Grant purpose: The purpoee of toe grant Is lor the purchasing of water quality monitoring equipment 

DSRAC Library Subeldy 
Balance unspent at bogtnnlne of year 
Cwrentyaar receipts 
Transferred to Revenue 

Balance at the end or the year 

Grant purpoee; The purpoee of the grant Is a subsidy for library services in toe Kou-kamma dtetrict The subsidy covers salaries, operation and maintenance costs. 


ma Giant 

Balance unspent at beginning of year 
Curort year receipts 
Transferred to Revenue 
Other AdjustmertaiRefunds 
Balance at the end of the yeer 


Grant purpose: The purpoee of toe MIG grant Is to provide capital furvdng for toe upgrading, maintenance of the municipal infrastructure in order to provide basic 
ssivloes to the community. 

National Treasury stopped toe transfer of R 3M in the 2016/17 financial year due to underspending on the allocation for this period. 

Department of Energy (INEP) 

Balance unspent at beginning of year 
Current year receipts 
Transferred to Revenue 
Other Adjus tm en ts 
Balance el toe end of the year 

Grant Purpoee: The purpoee of the grant is to Implement the integrated National Electrification Programme {INEP) by providing capftal eutetdtosto municipalities to 
address toe electrification backlog of occupied residential dwsOIngs, and the Installation of bulk infrastructure. 

No furring me received for toe 2016717 financial year 


Balance unspent at bepnning of year 
Current year receipts 
Traneferred to Revenue 

Balance at the end oTth* year 

Grant purpose: To provide haring for the creation of sustainable RDP houses 

Dspstmant of Roads and Public Works 
Balance unspent at be^rmlng of year 
Current year receipts 
Transferred to Revenue 
Balance at toe and of the year 

Grant purpoee: Paving of various roads wtttiln toe municipal boundaries 


EPWP 

Balance unspent at beginning of year 
Currant year receipts 
Transferred to Revenue 

Ba lnea at toft end of the year 


Grant purpoee: To provide employment to Improve the quality of life Of nwmployed people through the appointment of them to do labour intensive protects for 
example: Road Maintenance and toe maintenance of buildings; Maintenance of eocial Inf restructure; Beautification end deeming of the municipal areas. 


21 SERVICE CHARGES 

Sale of Electricity 
Sale of Water 
Refuse Removal 

Sewerage and Sanitation Charges 
Total Service Charges 


Attributable to: 

Cortlrrihg Operations 


R 

236 644 
91477S 



- 

2B8704 

3140 257 

4425 628 

2929 882 

(4 3494341 

-5781435 

364796 

28B794 

362475 

379481 

932000 

932 000 

(866 968) 

(949 008) 

437 907 

362475 

(374 803) 

(1040405) 

10959 300 

15 019000 

(11458629) 

(13845 586) 

- 

(507 802) 

(874132) 

(374803) 

176 772 


- 

2000000 

(142 675) 

(1823228) 

(33897) 

* 

0 

176772 

1590 790 

161268S 

1090791 

548 812 

(2045234) 

(770 7111 

638347 

1 590 790 

1494 900 


(2 13B 829) 

. 

443 929 

- 

1000000 

IQOOOOO 

(1000 QUO) 

(1000000) 

- 

- 

2033 461 

2204 941 

11 765 315 

11019142 

4092211 

3 904 675 

0560 2S1 

6 040 912 

26471 237 

25769571 

26471237 

25 769 671 

26471237 

20789 071 


The amounts disclosed above for revenue from Service Chargee are in respect of services rendered >Miich are billed to the conamera on a monthly baBfe according 
to approved tariffs. 
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2016 


H R 

22 RENTAL OF FACILITIES AND EQUIPMENT 
Operating Lease Renta! Revenue 


Premises 

160 910 

292122 

Halle 

09876 

115574 

Houses 

_ 

_«e_ 

FadRdee and eqtapmarrt 

379729 

406301 

Rental of equipment 

. 


Rental other 

_ 


Total Rental of Faculties and Equipment 

Attributable ta 

379729 __ 

409 301 

Continuing Operations 

379 72S 

400 301 


379728 ^ 

409 301 


Rental revenue earned on Facilities and Equipment Ib In respect of Notvflnancfel Assets rented out. 


23 INTEREST EARfCD 
External Investments: 


Bank Account 

0 099 

27625 

Short-term deposits 

64 400 

170 306 

Total Interest Earned 

72505 

206011 

Outstanding Debtors: 

Debtors 

9 IBS 128 

744137B 

Total Irtiarest Earned Outstanding Debtors 

9100129 

7441378 

Total 

9290034 

7 647 309 

1 OTHER REVENUE 

Connection fees 

50 73B 

62803 

Vfeiutaton certificates 

13 636 

12630 

Building plan fees 

00 216 

213150 

Land use application tees 

16822 

7049 

Information fees 

50 963 

55 204 

Cemetery tees 

79006 

63692 

Sundry other tees 

3367446 

2 039222 

Refuse sits 

- 

90 


Total Other Revenue 3867029 2 444017 

Attributable to: 

Continuing Operations _3667 029_2444 017 


3667029 2444017 


The amounts dndoeed above for Other Revenue are in respect of services; other than described in Notes 19 to 21, rendered which are Idled to or paid Ita t# the 
uaare as the services era required according to approved tariffs. 


25 EMPLOYEE RELATED COSTS 


Employee Related Cotas - Salaries and Wages 

25922296 

22725202 

Employee Related Costa - Contributions for UIF, Pens!ore and Medical Aids 

6024142 

5 392 540 

Travel, Motor Car. Accommodation, Subsistence and Other Allowances 

2696 500 

2339 642 

Housing Benefits and Allowances 

1B2000 

187 571 

Overtime Paymarts 

1000 357 

2622 355 

Other employee related costs 


462 SSI 

Long-service awards 

Total Employee Related Costa 

70058 

35 275 

38975432 

33 755170 

Attributable to: 

Continuing Operations 

36 975 432 

33 755176 


36 975 432 

33766170 


Included in Employee Related Costa la an amount of R2 264 472 (201ft R 3 465 607) paid by the municipality to Defined Contribution Plans at rates specified by the 
rules of the plans. For the financial period ending 30 June 2017, contributions due in reepect of the 2016/17 reporting period has been accounted for and psid over 
to the pi bus accordingly. 


Remuneration of Section 57 Employees: 


Remuneration of the Murtdpad Manager (Nkuhlu S} Resigned 23 January 2017 


Annual Remuneration 

532 760 

834 060 

Termination leave 

217 360 


Performance Bonus 2013/14 

. 

79407 

Performance Bonus 2014715 

. 

105965 

Car and Other Allowances 

173 S66 

290056 

Company Cotarfbutiansto UIF, Medical and Pension Funds 

_15.230. 

_m 

Total 

934 292 

1319 300 

The Municipal Manager Mr Nkuhlu. S resigned 23 January 2017 



Remuneration of the Muni dp* Manager (Kate P.M) Appointed 11 April 2017 



Annual Remuneration 

204179 

. 

Car and Other Allowance* 

7674 

_ 

Company Contributions to UIF, Medical and Pension Funds 

2565 

- 

Total 

214419 



The Municipal Manager Mr Kate P.M was appointed 11 April 2017 


Rsmowation of the Chita Ftoteictai Officer (VtntarN) Contract ended H November 2016. Ruppolntod 27 January 2017 


Annual Remuneration 

677 999 

771654 

Termination leave 

173 962 

. 

Performance Bonus 2013/14 


23 642 

Performance Bonus 2014/15 

. 

25457 

Car and Other Allowances 

116 000 

134400 

Company Contributions to UIF, Medical and Pension Funds 

10935 

_1M. 

Total 

970 896 

957138 


The contract of the Chief Financial Officer Ms Venter N ended 31 November 2016. The contract vat renewed, appointed date 27 January 2017 



2017 

R 


2010 

R 


KOU-KAMMA MUNICIPALITY 
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25 EMPLOYEE RELATED COSTS {continued) 

Remuneration ef 4 m Manager: Corporals Sendees (ZenzMe M.) 

Annual Remuneration 
Performance Bonus 2013/14 
Performance Bonus 2014/15 
Car and Other Allowances 

Company Contributions to UIF, Medical and Pension Funds 
TeW 

The Manager Corporate Services Me Zenzils resigned end of March 2016. This post remain vacant 


Technical Servtcaa (O ItMlNbwa) 


Annual Remuneration 
Performance Bom« 2014/15 
Car and Other Allowance* 

Company Cortrtbutlonsto UIF, Medical and Pension Fund* 


Total 


Remuneration of the Manager Strategic Services [Mpuniwaa M] 

Annual Remuneration 
Termination leave 
Performance Bonus 2013/14 
Performance Bonus 2011/15 
Car and Other Alkmances 

Company Contributions to UIF, Mad cal and Pension Funds 
Total 

The contract of the Manager: Strategic Service* Mr Mputitiwana M ended 31 December 2016. The post remain vacant. 


Remuneration of the Manager Community Service* (Sompanl T) 

Annual Remuneration 

Performance Bonus 201 ^14 

Performance Bonus 2014/15 

Car and Other Allowances 

Company Contributions to UIF, Medical and Pension Funds 
Total 


Employee costs 
Employee related costs 
Directors 


28 REMUNERATION OF COUNCILLORS 
Mayor 



Councillors’ ran 
GonIP 
JacobsS 
Jan$esB 
Krige J 
MntamboN 
Nelson L 
Pottle N 
RheedereC 
Strydom F 
SmltK 
Bemardta. P 
Goliath G.G.M. 
Herman F.E 
YaksF.JL 
Le Roux Y.C. 

P Wales J. 
PUtenKP. 


In-kind Benefits 

The Executive Mayor Is full-time and Is provided with an office and secretarial support at the cost of the Council. 

The councillor salaries, allowances and benefits are within the upper limits of the framework envisaged in section 219 of the 

Constitution 


27 DEPRECIATION AND AMORTISATION 

Depredation: Property, Plant and Equipment 
Amortisation: intangible Assets 
Depredation; Investment Property 

T-rJml **-rJre-Hrfisi _|U ■IL.asv 

i™ uopracmon nw Amonmnon 


Attributable to: 

Continuing Operations 


28 FINANCE COSTS 
Other interest paid 


Finance Charges 
Credftore Overdue 
Attributable toe 

Continuing Operations 



721252 


55631 


50 914 


130 500 

. 

1338 

_ 

988 838 


385903 

565934 

- 

14143 

576780 

340120 

10383 

1785 


273088_921982 


339 539 

662454 

173 962 

23 842 

- 

16 971 

145 200 

243600 

7446 

1785 

888180 

MB 692 


723607 

666978 

- 

15 694 

- 

25457 

377648 

239 076 

1 

1785 

1113 800 

948 190 


36976432 

33755176 

4660681 

6 064 697 

41858114 

39820073 


711400 730 633 


1680167 

19B61S6 

rare 

703606 

3123 213 

3 000 433 


27727 

234607 

25937 

234807 

27727 

234807 

246 743 

234 007 

- 

156 538 

27 743 

234 607 

27 727 

234807 

27 673 

234607 

245743 

234807 

245743 

234807 

220 763 


220 753 


220 673 


220753 


220753 


220673 


220673 



J Jl4yro£~ 2289'SBir 


22887 070 

21051709 

112348 

251 832 

37.oaz_ 

554258 

23 028 SOS 

21857879 


23 026 505 

21 657 879 

23 026806 

21 857 870 


190009 

see 315 

1 536157 

2 

235099 

- 

1961 368 

995317 

1961 355 

995317 

1901 386 

990317 
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20 BULK PURCHASES 

Electricity 

Water 

Total Bulk Purchases 


30 CONTRACTED SERVICES 


Professional Foes 
Security Services 
General contract expenses 


Attributable ta 

ConUnuino Operations 
Discontinued Operations 


31 GRANTS AND SUBSIDIES PAID 

Low Income subsidy/ Free basic services 
Community projects 

Total Grants and Subsidise 

The low income subsidy/ free basic services Is fn respect of providing basic service levels. 

CanmwnHy Projects are In resped of community cultural program* and catering A transport coat of community development workers vvtthln the municipality's area 
of jurisdiction. 

The Mayor makes subsidies available on application alter consultation with the Municipal Manager on the merits ol such an ^pfeatjen 


32 GENBtAL EXPENSES 


Included in General Expenses are the following: 

Advertising 
Audi Fees - External 
Bank Charges 
Cleaning 

Conferences and delegations 

Ccneumablea 

Electricity purchases 

Refreshments 

Fuel and oil 

Insurance 

Legal expenses 

Licence cards & flees - vehicles 

Medical tests 

Other expenses 

Other rentals 

POttSQB 

Printing and stationery 
Rertfal of office equipment 
SPU programs 
Subscription and publications 
Telephone cob* 

Training 

Materials and stores 
Travel and subsistence 

SALGA 

Total General Expenses 

33 CASH GENERATED BY OPERATIONS 
(Deficit) / Surplus for the Year 
Arftiscinsnflbrr 

Depredation and Amortisation 

Losbbs / (GaSv) on Disposal of Property. Plart and Equipment 
Mcvsmerts In retirement benefit aerate and liabilities 
Movements in provisions 

Chungtm In wortifng capital: 

(Increase) / Decrease In Invertories 

(Increase) / Decrease In receivables from exchange transactions 

(Increase) / Decrease In other reccrveblss from non-excharge transactions 

Increase / (Decrease) In payables from exchange transactions 

Increase / (Decrease) in VAT Recfevable 

Increase / (Decrease) in unspent conditional grerts and receipts 

Cash generated by / (utilised In} Operations 

34 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPOIDTTURE 


34.1 Unauthorised Expenditure 
Opening balance 

Prior year approval (rescinded by cowdl) 
2016/17 Unauthorised expenditise 
Unauthorised sxpendture: Capita Budget 


342 FrutUa** and WestaTii Expenditure 
Reooncfltotkm of Fruitless and Wasteful ffitpendture: 
Opening balance 

FruXtees and Wasteful Expenditure current year 


343 Irregular Expendture 
Opening balance 

Brtdyng of the supply chain policy 


2017 

2016 

R 

R 


3477475 

3174756 

36 002 

24201 

3513477 

3196990 


257 122 91 972 


470 326 

2007 032 

1804 346 
1942 841 

2334480 

3839159 

2734480 

3839 159 

2734480 

3839159 

12072613 

4629 759 

11168619 

4679 460 

16 702 372 

15646078 


270571 

277996 

2477155 

2 672 930 

319175 

302419 

64259 

97202 


4221 

1 366175 

1660 073 

3922 536 

3456439 

49114 

65175 

1 261 328 

1462 071 

497778 

471071 

935 518 

1829 599 

225 921 

181882 

- 

10175 

27 951 

578258 

220067 

108256 

24079 

34307 

382054 

516798 

483113 

227 417 

56 404 

31450 

24124 

16823 

1 585 896 

1693 323 

61729 

88875 

436 894 

166 646 

675817 

1194 732 

101 960 

- 

15461606 

17 371940 


2772 205 

-5465 758 

23026505 

22462263 

-334 264 

246116 

81531 

-194176 

248 705 

619006 


267860 

-73 606 

236 698 

-2412 794 

-7 958 340 

-3148 767 

2 951 025 

5509473 

-5 592 570 

1011630 

■998090 

-2839739 

14081466 

16646377 


6832657 
■8 862857 


1 914 771 

- 

1 914771 

0 


2 103 460 1 163104 

1694 803 _ 940 356 


3998 263 

2103460 

78423110 

73309713 

18 953 255 

5113 397 

97 376 365 

78423110 
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2017 

R 


lin^jlw expenditure to be reported to Notional Traniy as prescribed by section 170 of the MFMA 

R 

2015/10 Financial year 76^3110 

2016/17 Financial year 16953 256 

TotBl 07370 305 


Tte or reltfee Of R16 908 021; (2015/16: R4 077 474); (2014/15:R15 0S1 321), relate* to an exception raised by Via Auditor-General that afl tenders awarded on which a senior 3CM official wa» not 

<fcdared m ln *8»J |ar expend***. As a result cfthi* the Auditor-General ruled that the two prior years be traced the same, although already audited and accepted In thoee respective audit* At 
all BAG due to limited staff complement, the CFO Is the chairperson of the BAG and was regarded as the senior overseeing the SCM department 

35 CORRECTION OF PRIOR PERIOD ERROR 

The correction of the emu* / change to accounting policies restated In adjustments as follows: 


35.1 Property Rates 

A number of exempted properties was billed tor rates 
Aifustment against retained earning* 30 June 2016 
Adjustments effecting tbs statement of flnandta position 
Decrease In Assessment ratee 
Decrease in Interest 

A^ustments targeting the statement of financial performance 
Decrease In property rates 


(2583635) 

(512830) 

3096 665 


352 Enveetmant Properties 

A number of properties wore disposed of during the previous financial year 
Arffuatnrmrt against retained earnings 30 June 2016 
AdTustnients affecting the statement of financial position 
Dec rease to Investment property 

A<|u»lmsnte tafecting the statement of fftwmdta perfor ma nce 

Decrease In depredation 

Increase to piooeeds on sale of assets 

Asset number 1705 relate to property that was sold to a Church 

353 Property, Plant and Equipment 
An amount incorrectly capitalised 

Adjustment against retained earnings 30 June 2016 
Adjustments affecting the statement of Unweld position 
Decrease In Property, plant and Equipment 
Decrease to credttore 


(335 6S8) 

(20850) 

356538 


-123 000 
123000 


A number of properties were reflected ae being work to prog rasa while already been completed 

AmbI register Nota 8:30 June 20I5: Work In progress overstated and community assets understated R 507 878 

Asset register NctaO :30 June 2018: Work In progress overstated and community assets understated R 6 519500 

Work in progress cweretatod and Infrastructure aaeete understated R 8443127 

The** mteafetemente tad not hove any effect on the Statement of Financial Position. 


35.6 Property. Plant and Equipment 

Assets were he Id aa Work in Proven and not capitalised wd depredated. 
Adjustment against retained earnings 30 June 2015 
Decrewe In the carrying value Property, plant and Equipment 
Change in net Assets 


Adjustment against retained earnings 30 June 2016 

Decrease in the carrying value Property, plant and Equipment 
Increase In depredation 


306 Property, Riant and Equipment 
Assets cfiapcsed in prior yeans 
Adjustment against retained earnings 30 June 2016 
Decrease in the Coat of Property, plant and Equipment 
increase in accumtaated depredation 
Decrease in accumdated surpluses 


« Itfiti.J mi a_ 

» wnorii kwh 

Distribution lessee on electricity 
Distribution losses on water 


Accounted water losses: 

Volume Distributed (M) 
Volume SOetflld) 
Non-Rewnue Water Q<|} 
Methodology used 



-59 388 

59 388 


- 


-546 364 

540 384 


*430000 

131462 

295538 

1393 897 
10984126 

064416 
15488 356 

12 370 023 

IB 152772 

Litres per annum 
1301 715 
-536173 

Litres per annum 

2 447160 

-1 146138 

825 542 

1 301 022 


The voter loss calculations vrere based on the readings of the bulk water meters on the main Hne feeding into the distribution systems from the raaenrolra and then the wd ueera metera 
In determining the water lose the following where considered: 


The methodotogy is based on the logcal Intellect or arithmetic prindptethat a product metered at Inltfsi point of the sealed plpetine win be equal to the amount of product metered at the end of the 
same pipeline 


On that case. Hie volume of water from reservoir metered on tha outlet pipe A dstribUUng to point B, C and D is expected to be equals to the sum of water metemd at points B, C and D. The difference 
to therefore conBkteFed * lose as It Is not been accounted for. 

In the absence of meters eft point B, C and D. the total volume of water distributed te point A (Reservoir outlet) Is considered water (os* as It le not accented tor on the distribution main* 

The value of wafer la baaed on the mcpendRure Incurred in relation to the volume of water purified from all systems inclusive of bulk water purchases for the entire flnwddyear. 

Such information te ieed to ddermlne the value of wtear per specific vdune. The determined total amoirt of water unaccounted for Is ttwn converted in to rand value bored. 
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2917 

2016 



R 

R 

37 AudHfMs 




Opening balance 


7 380 912 

7706 843 

Current year audit fee 


2823 957 

3169655 

Current year Interest 


737432 

462388 

Interest paid 


- 

- 

Amount paid - previous years 


-3327 797 

-3977974 



7614 606 

7680912 

The balance unpaid represents the audtf fees that could not be paid due to financial cor 

attain* endured by the municipality. 



38 PAYE raid UIF 




Current year payroll deductions 


6600406 

6930426 

Amount paid - current year 


-6 069927 

-6050394 



630476 

680064 

39 Pension and medical aid deductions 




Current year payroll deductions and Ccuidl contributions 


8 454 509 

7565789 

Amount paid - currant year 


>6 754427 

•8 331070 



-299916 

-766601 

40 VAT 




VAT recetvebl e/payable 


3812922 

1779 296 



3 812 922 

1779 295 


41 COMMITMENTS FOR EXPENDITURE 


41*1 Capital C 


Tin municipal tty had Hie folkwring capital commitments at year-er*1 


Commitment* in reaped of capital Expenditure: 


• Approved and Contracted for:- 

7 261 265 

4 316883 

Infrastructure 

7 251 265 

341690 

Community 

* 

2461412 

Other 


1493 761 

- Approved but Not Yat Contracted for;- 



Infrastructure 

* 

- 

Community 

* 

- 

Other 

. 

. 

Tata] Capital Commitment* 

7251 285 

4316 683 


This expenditure will be financed from: 



Government Grants 

7 251 2B5 

2 623102 

Own Resources 

. 

1483 781 


7291285 

4616 683 


41*3 Lease Cornmttment* - Amounte payable under Operating Lease* 

At the Reporting Date the municipality had outstanding commitment* under Non-cancellabte Operating Leases tar Property, Plant and Equipment; which felt due aa 
fcHImsa 


Operating leant - Municipality aa lessee (expense] 
Minimum lease payment* due 
-within one year 

- In second to fifth year Inclusive 

- later than flva years 


636 502 560741 

210800 746090 

370_ - 


656661_1616661 


The Municipality has leased portion 290 of KrateelrMer no, 314 to Strydom Vrugtebcerdery for R3.500 per annum with an escalation of 10%. The lease refer an 
indefinite period. 

The mtirridpality hae entered Info a lease agreement with Telkom to rent the ISDN 30 PRA fora period of 5 years d R2857.58 per month. 


The munldpallty has entered Into a lease agreement with TeRcm to rent the TI-DIS Gold Anoee* Service tar a period of 6 yearn at R11 195.80 per month. 


The Municipality offered Into a lease with Wlan de Jager tarthe usa of Fit 19 of Farm MetkhoudtkraaH 254i Hdorp district a* a refuse Asnpette. The lease Is for a 
period of three year* at a monthly rental of R25 000 escalding at the higher of 7% or CPI at the anniversary oflhe lease. 

Operating lease payments represert rentals payable by the mutidpallty tar certain of Its office equipment 

The municipality has entered lr*o an operating lea*# agreement with Antemax Equipment CC for the rental of 7 bezhub machines and b binder for a period of three 
(3) year*. The lease period commenced in May 2015. 

The following restrictions have been Imposed on the municipality In terms of the lease agreements on office equipment 
{l) The equipment efiail remain the property of the lessee 

(II) The lessee shafl not sol), sublet, cede; assign or delegate any of its rights or obligations on the office eqdpment; and 
(iit) The equipment shall be returned In good order and condition to the lessor upon termination of the agreement 


Operating lease* - MunJctpNIty as lessor (income) 
Minfmisn lease payments due 

- within one year 

- in second to filth year inclusive 

- later than five year* 


235593 233048 

660521 S22275 

451465 _ 643676 

1967 579_1796 996 


The murtdpalty has entered into a lease agreement with Cefl C (Pty) Ltd who is a licensed eperdorof an electronic oommirl cations network CeH C (Ply) Ltd Is 
loaning a site tar the inataltaflan af certain Infrastructure assets required for the operation of Its network The Initial lease period Is 9 yean and 11 months with ftvo 
renewal options of 5 year* each. There are no contingent rental* and no sitieaseei 

The Municipality has entered into a tease agreement with Vodacom PTY (Pty) Ltd who is a licensed operator of an electronic communJcatiorw network 
Vodacom (Pty) Ltd is (easing a site tar the Installation of certain infrastructure assets required tar the operation of It* network The Initial lease period Is 9 years and 
11 months with two renewal opt I ora of 5 years each, There are no contingent rentals and ho sublessee. 

The Municipality has entered into a lease agreement with Vodacom PTY (Pty) Lid who (a a licensed operator of an electronic communications network 
Vodacom (Pty) Ltd entered Into a lease agreement In order to Install antennae and equipment on the building situated at Joubartina. The lease contract expired In 
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41.2 Lmm Commitment - Amount* payable under Operating Lmw (continued) 

The Municipality has entered Into a lease agreement with Sentech Soe Ltd to hire a portion of certain property situated off R62 In Joubedina and the unimpeded use 
of the access road for the purpose of site access. 

Interest rate Increase is in line with a published Indexflncreasee In line with CFT). 

The municipality has entered into a lease agreement with IIHha Crfrche for the use of a municipal building at RS per months, no escalation for Syeera and 11 months. 

The municipality has entered Into a lease agreement withKareedouwYouth Programme tor the ubc of a municipal building at RfiO per month, no escalation for 

Syeore. 

The Municipality has entered into a leaee agreement with Adas Tower Properly Limited (MTN) who Is a fioensed operator of an electronic communications network 
MTN (Ply) Ltd is leasing the Erf 77 in Coldstream. The Initial lease period Is 9 years and 11 month* at R1Q 260 per month. 


In accordance with GRAP104.13 the Financial A**4s of Ihe municipality are drafted as follows: 


In accordance with GRAP 104.13 the Financial Assets of the municipality are drafted as follows: 


Receivables from Exchange Transactions 
Receivables from Non-exchange Transactions 
Cash and Cash Equivalents 


Payables from exchange transactions 
Short term loan 
Customer deposits 
Unspent conditional grants 


Receivables from Exchange Transactions 
Receivables from Nco-exchange Transactions 
Cash and Cash Equivalents 


In accordance with GRAP 10413 the Financial Liabilities of the municipality are dasriied ae follow* 


Payables from axchangs transactions 
Shortterm loan 
Customer deposits 
Uhspant conditional grants 


Atsmortisad coat 

Total 

10802836 
20047 272 

713 ess 

10802 536 

20 047272 
713696 

31 983803 

31 983 803 

37 088 327 

835 502 

104 568 
1863 270 

37 089 327 
635 502 
104 588 
1863 270 

30 881 688 

39 691 088 

11039 734 

15 166 597 

1 001 722 

11039734 
15185 597 
1001722 

27 227092 

27227052 

33992552 
1900000 
104700 
2861 360 

33 992 552 
1900 000 
104700 
2881 360 

38898 612 

38858612 


Flnanctai risk mngsment 

The Accounting Officer has overall raspondblQty for the establtohmert and oversight of the municipality’s risk management framework. The mirtdpallty's risk management policies are established to ktentffy and analyse 
the risks faced by the miridpallty, to set appropriate risk limits and control* and to monitor risks and adherence to limits, 


Due to the largely non-trading nature of activities and the way In which they are financed, municipalities are not exposed to the degree of financial risk faced by business entities. Financial Instruments play a much more 
limited role in creating or changing risks that would be typical of listed companlae to which Ihe GRAFb mainly apply. Generally, Financial Assets and Liabilities are generated by day-to-day operational activities and are not 
held to manege the risks facing the municipality in undertaking He activities. 


The Department Financial Services monitors and manages the financial risks relating to Ihe operations through Internal potiefee and procedures. These risks include interest rate risk, crarft risk and Hquktity risk. 
Compliance with policies and procedures is reviewed by the Internal auditors on a continuous basts, and annually by external auditors. The municipality does not enter into or trade financial fnstmmertb for speculative 
purposes. 


internal audit reapontifcte for initiating a control framework and monitoring and responding to potential risk reports periodically to the municipality's audt committee; on independent body that monitors the sffsctivenra of 
Ihe Internal audit function. 


Further quantitative dtedosuras are Included throughout these Annual Financial Stteemente. 


42.1 Sign meant Risks 

It is the policy of the municipality to dadose information that enables the user of its Annual Financial Statements to evaluate the natm and extent of risks arising from Financial Instruments to which the municipality Is 
exposed on the reporting date. 

The municipality has exposure to the following risks from its operations in Financial Instruments: 

- Market Risk. 

-Liquidity Risk; and 
-Credit Risk; 

Risks and exposures are disclosed ae follows: 


Market Risk Ib the risk that changes in market prices; such as foreign exchange rates, interest rates and equity prices wJB affect the munldpslity's income or the value of its holdings In Financial Instruments. The objective 
rt is to manage and corifrct market risk exposures within acceptable parameters; whtie optentohg the rahiu. 


UquldHyRtek 

The municipal's risk to Equtdity Is a result of the fond* available to cover future commitmsnta. The municipality manages hqukSy risk through an on going review of future commitments and ersetit facilities. 
The municipality Intends to pay creators within 30 day* 


Credit Risk is the risk of financial loss to the municipality if a customer or counterparty to a Financial Instrument falls to meet Ha contractual obligati one and arises principally from the municipal tty's racelvabtes from 
custom era and Investment securities. 
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The murtidpalrty's activities expose It primarily Ip the financial riate of changes In interest rates No formal policy exists to hedge volatilities in the Interest rate market 


There has been no charge to the municipality's exposure to market risks or the manner invtolch It manages and measure® the risk. 

423 UqukttyRjak 

Uquktty Risk Is the risk that the municipality will encounter dfflcutty In masting the obligations associated with Ha Financial Uabllltlsa that are settled by delivering cash or another financial asset The municipality’s 
approach to managing BqukSty la to ensure, ae far as posefbte, that ft will always have sufficient liquidity to meet Its llabSttee when due, under both normal and stressed conditions, without inctfring unacceptable losses or 
risking da mags to the municipal tt/a reputation 


UqufcNy Risk is managed by ensuring that all assets are reinvested at maturity at competitive Interest rates In relation to cash flow requlremanta Liabilities are managed ty ensuring that ai contractual payments are met 
on a timeout bods and, if required, atkBflooal new arrangements are established at competitive rates to ensure that cash now requirements are met. 


The municipality** activities do not expose tt to the financial risks of foreign currency and therefore has no formal pricy to hedge volatilities In the interest rote market 
42.$ Interest Rate Risk Management 

interest Rate Risk is defined as the risk that the fair value or future cash flews associated wtth a financial Instrument w9l fluctuate In amount as a resuit of market Interest change* 
Prterttial concentrations of interest rate rt*k consist mainly of variable rate deposit Investments, tong-term receivables, consumer debtors, other debtors, bank and cash balances. 


The municipality limits its counterparty exposures from Ha money market Investment operations by only dealing with Abe* Bank. No investments with a tenure exceeding twelve months are made. 

Consumer DoMore comprise of a large number of ratepayers, dtepereed across different Industries and geographical areas. Consumer debtors are presented net of a provision for impairment 

In the case of dettois whose accounts become hi arrears, It fe endeavoured to collect such accounts by levying of penalty charged’, “demand for payment”, ■restriction of services" and. as a last resort, "handed over for 
ooNertarV', whichever procedure Is applicable in terms of Councffs Credit Control and Debt Cctiection Policy. Consumer Deposits are increased acconUnOty. 


Long-term Recdvabtee and Other Debtors are Individually evaluated annually at Reporting date for Impairment or dtacourdlng A report mi the various categories of deMore is drafted to substantiate aych evaluation and 
subsequent Impairment J discounting, where applicable 

The municipality Is net exposed to credit Interest fate risk ss the municipality has no borrawnge. 

The munldpafty’a exposures to Interest rates on Financial Assets and Financial Liabilities are detailed in the Credit Risk Management section of this note. 


The sensitivity analysis has been determined based on the exposure to Interest ratee at the Statement of Financial Petition date. The analysis le prepared by averaging the amount of the Investment at the beginning of the 
financial year and the amount of the investment at the end of the financial year. A100 basis point Increase or decrease was used, which represents management's a iae na mertof the reasonably possible change In interest 
rates. The short and long-term financial Instruments te year-end with variable Interest rates are ad out below: 


Cash and Cash Equivalent 

If interest rates had been 100 basis pofnta higher 1 lower and all other variables were held constant, the municipality’s: 

Surplus for the year ended 30 Jure 2017 has decreased by K796 91-4. This is mainly attributable to the municipality's exposure to hitwest rates on Hb variable rate investments, 
Bank balance held with Abea bank Limited Is R 602 516 {2016: R»94 834). 


Credit Risk refers to the risk that a counterparty will default on Its contractual obligations resulting hi financial loss to the municipality. The municipality has a sound credit control and debt col lection policy and attains 
sufficient collateral, where appropriate, as a means of mitigating the risk of financial Fens item defaults. The municipality uses Its own trading records to assess Its major custom are. The munlcipality’e exposure of its 
counterparties are monitored regularly. 


Potential concentrations cf credit rate risk consist mainly of variable rate deposit investments, long-term receivable* consumer debtors, other debtors, bank and cash balances. 


InuasfawantalB-ihi Mi n f«.* 


The municipality limits Its counterparty exposures from its money market investment operations (financial assete that are neither past due nor Impaired) by only dealing wtth Abea Bank No investment* with • tenure 
exceeding twelve months are made. 


Trade and Other Receivables are amounts mind by consumers and are presented net of Impairment least* The munidpafity has a cradft risk pricy In place and the exposure to credt risk Is monitored on an on going 
basis The municipality la com pelted in terms of its constitutional mandate to provide all Its residents wtth basic minimum services without recourse to an assessment of creditworthiness. Subsequerdly, Hie municipality has 
no control over the approval of new customers who acquire properties in the designated municipal area and consequently incur debt tor rates, water and electricity services rendered to them. 


The municipality limits this risk exposure in the following way* in addtion to Its normal credit control and debt management procedures: 

* The appfeation of section 118(3) of the Municipal Systems Act (MSA), which permits the municipality to refuse connection of services whilst any amount remains outstanding from a previous debtor on the same property; 

- The oonMirdation of rates and service account*, enabling the disconnecting services for the non-payment of any of the todh/klual debt* in terms of section 102 of the MSA; 

■ The requirement of a deposit for new service connections, serving ss guarantee and are reviewed annually; 

■ Encouraging residents to Iretall water management devices that control water flow to household* and/or prepaid electricity meter* 

There ware no material change* ih the expoeure to cradtt risk and Its objectives, policies and processes tor managing and measuring the risk during the year under review. The muniopetity’s maximum exposure to credit 
risk is represented by the carrying value of each financial asset In the Statement of Financial Petition, without taking into account the value of any collateral obtained. The municipality has no significant concentration of 
creefit risk, wtth exposure spread over a huge rutnber of consumers, and la not conoenbated In any particular sector or geographical area. 


The municipality eteabttahee an allowance tor impairment that represents Its estimate of anticipated loses* in respect of trade and other receivables. 

Payment of aoetxttts of consumer debtors, vAyo are unable to pay, are renegotitiad as an on going customer rettiJonehip in response to an advene change in toe circumstances of the customer In terms of toe Cretflt 
Control and Debt Collection Policy. 


Long-term Receivables and Other Debtor* are individual evaluated annually at reporting date tor impairment or discounting. A report on the various categories of debtor* is drafted to substantiate such evaluation and 
subsequent Impairment i discounting, where applicable. 


The mirtcipslity does not have any significant cretft risk exposure to any single counterparty or any group of counterparties having similar characteristics. The municipality defines counterparties ee having similar 
characteristic* if they are related entities. The cradk risk on tiquid fund* ie limited because the comterpartiee are banks wtth high creditrating* 
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42 FMANCIAL INSTRUMENTS (continual) 
Credit rtek 


Credt rWc constate malrty of cash deposit* cash equivalents and receivable* The munfctpafity only dapoefe cash with msyor banks with Ngh quality credit 
landing. 


Financial aeseto exposed to credtt risk tit year end iwre m foUow*: 


2017 2016 


Trade and other receivables from excharge transactions 10602 036 11039734 

Cash and cash equivalent _ 713 6B6 _ 1001 722 

11816 631_110*1485 


43 JNJflND DONATIONS AND ASSISTANCE 

Tha municipality received no in -kind donation* and assistance during the 2016(17 financial year 

44 CONTINGENT LIABILITIES 


Employee dsmtaeed, case stft unresolved 

Probable loe* 147250.00 


Employees Instituted legal proceedng* against the municipality with regard* to changes In working conditions 

Probable loss 236647.29 

Tamboar softer* 

These employee* are employed by the municipality and are claiming benefits which according to them are due and payable, were stopped. 

Probable loss 531400.46 

46 RELATED PARTY TRANSACTIONS 

All Related party Transactions era conducted at arm's length, unless staled otherwise. 


Coundlore andfar management of the munidpaifiy have relationships wtth the municipality, which Is Umted to the* employment 


Nam® of RaMad Person 

Designation 


Members of key management 

Municipal Manager 

S NkuNu 

Resigned 23 January 2917 


P.M, Kate 

Appointed 11 April 2617 

Chief Financial Officer 

N VSntar 

Contract ended 30 November 2016 

Appointed 27 January 2017 on e new contract 

Manager: Community Services 

TM Sompard 


Manager: Strategic Service* 

M Mpumlwena 

Contract ended 31 December 2016. Post not tilled 

Manager Technical Services 

OKwababana 



1 July-15 August 2016 

16 August 2616 - 30 Jun* 2617 

Mayor 

VuaoMS 

Vino MS 

Comdllore 

GonIP 

Bernards. P 


Jacob*S 

Goliath. G.G.M. 


JantjleeB 

Herman F.E 


KrigeR 

KrigeR 


Nelson L 

Le Roux Y.C. 


Pottle N 

Ptaatjles J. 


R headers C 

PUHenH.P, 


GtrydomF 

Smith K 


Smith K 

Strydom F 

Yoke P.J. 

Compensation to key management as per note 25 



Loens from Manager* 

Unsecured lean* from directors entered Into in the financial year amount* to R 6000(2016: R1900 000). No Interest is payable by the municipality on the loan and the loan » repayable In full within 30 days alter Ihe date 
entered Into. At the end of the financial period the balance outstanding was R 0 (2016; R1900000) 

Individuals as well as their dose family member* andtor entities are related parties if one party ha* the ability. directly or ind recti y, to control or Jointly control the other party to exercise significant influence war the other 
party in making financial andfor operating decisions. Key management peisonnel is defined as the Municipal Manager, Chief Financial Officer and all other Managers reporting directly to the Municipal Manager. 


46 PRIVATE PUBLIC PARTNERSHIPS 

The muriopefity wss not a party to any Private Public Pertnerehipe during the year under review 

47 EVENTS AFTER THE REPORTING DATE 

No events having financial Implications requiring disclosure occurred flrtsaqjjsnt to 30 Jtme 2017 
46 ADDITIONAL DISCLOSURES M TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 
46.1 Non-Compliance wHh the Municipal Finance Mmagemait Act 
Instance of non-compliance wtth the MFMA relate to InegJar. Fruitless end Wasteful ExpemStijre. 

48l 2 Deviation from, and ratification of minor bra nc he s of, the Procurement Proe m ** 

In terms of section 39 of the Municipal Supply Chain Management Regulations appro ed by the council, any deviation from the Supply Chain Management Policy need* to be approved / condoned by 
the Miridpal Manager, noted by Cotndl and bids where the forma I procurement processes could not be fdlmved must be noted In Ihe Annual Financial Statements. 


The following deviations from Ihe tender dtpulatione In term® of the municipality's Supply Chain Management Policy were ratified by the Municipal Manager and reported to Council: 



KOU-KAMMA MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2017 


2017 


2016 

ft 



R_2 M7 643.21 


45 GOING CONCERN ASSESSMENT 

Management considered the following matters relating to the Going Concern; 

There are a number of other events and conditions that individually or cofectivdy may oaat significant doubt on the going concern aeamFflon and place the munWpelltys financial 
sustainability under threat Theae Indicators include amongst cthere: 

Revenue I* not being collected and debtor's recoverabitty days have worsened during the 2016/17 financial year. 

Certain supplier* only provide services on the cash beefs now due to problems receiving payments In the past 

The community is refUdng to pay for services due to incorrect account*, faulty water metere and a dd*y in receiving rt^ementa. 

Due to cash flow challenge* the mirtdpallty Is unable to pay creefltarwtthki 30 days. 

Taking the aforementioned Into account, management has prepared the Annual Finsneia] Statements on the Going Concern Basis as It Is off the of^kxi that 1^ current proci^^ revenue collection 

programme, funds wifl be available to finance future operations and that the realisation of aeeete and settlement: of liabilities, contingent obUgtftono and cormnltnwnta vtll occtr m the ortflnary course of business 


eo 




